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NOW WE HAVE AMERICA’S SECRET WEAPON! 


Don’t laugh too quickly at the sly spies. 
Sure, an American freight car is no secret. 


But freight cars plus America’s railroads are a 
weapon. America’s tireless freight fleet is busy 
night and day . .. moving the nuts and bolts, the 
steel and copper, the bits and pieces that turn 
blueprints into battle equipment, defense plans 
into action. 

And the extra heavy load of defense work piles 
right on top of the year-in-year-out job of the 
railways — meeting the normal demands of our 
growing nation! 

In doing this indispensable job for you, the rail- 
roads pay every nickel of their costs of doing bus- 
iness. Last year, for example, they spent more 


than one billion dollars for new equipment to 
serve you better. They spent another billion to 
maintain their own “steel highways.” Their com- 
petitors, on the other hand, use highways, water- 
ways and airports built and maintained largely 
with the people’s tax money — including taxes 
paid by the railroads. 

The public is penalized, the railroads handi- 
capped by this unfair competition. 

The railroads ask no special favors. They pay 
their own way and will continue to do so. 

They do want fair play—with all forms of trans- 
portation « competing on an even-Steven basis. 
Then they will serve you—and the needs of na- 
tional defense—better than ever before. 


Fair Play for America’s Railroads 


AMERICAN RAILWAY CAR INSTITUTE 




















13,378 STOCKHOLDER RECORDS 


6,852 LETTERS ss 


Ty a - # 8,596 CUSTOMER ORDER RECORDS 


= 9,672 EMPLOYEE EARNING RECORDS 


~ 


14,324 PLANT EQUIPMENT RECORDS 


ALL SET FOR SAFEKEEPING 


(HOW ABOUT THE ESSENTIAL RECORDS OF YOUR BUSINESS? ) 


Here are five kinds of business records—the contents money and space! Thousands of documents can be 
of 15 file drawers—reduced, by Burroughs Microfilm- _ recorded on one roll of microfilm in as little as half an 
ing, to five rolls of film you could hold in one hand. hour. And the cost of this security is low. 


Yet the records are complete, each document filed ; eas 
P : You can find out all about it by picking up your tele- 
exactly as you want it. And any part of the story is ; ; ee 
-* < ; phone and calling your Burroughs representative. He 
available for reference at a moment's notice. : - : 
knows business needs and can give you the facts about 
Think what a system such as this can mean to youin __ the finest microfilming equipment available. Burroughs 
terms of safety, convenience, and savings of time, | Adding Machine Company, Detroit 32, Michigan. 


WHEREVER THERE’S BUSINESS THERE'S 


Burroughs 


Oi yit va - . 


ish th 


FREE 


a valuable booklet 


of information— se o 
PORTANT NAMES /¥ Y J j “ 
“Safe-guarding Vital 4 MUEROF I Maye 4 Modern microfilm equipment built 


ie : cd } by Bell & Howell, and sold by 
Records.’’ Write Belle Howell | Burroughs Burroughs, is the finest obtainable. 
today for your copy. MANUFACTURER NSTRIBUTOR It reflects Bell & Howell's acknowl- 

edged leadership in the field of 
Precision instruments for fine 
photography. 





Solved. Hundreds of 
Americans who will swear 
they've seen fantastic sau- 
cers flying through the 
skies got a belated bit of 
comforting news last week 

. . They haven't just been 
imagining things. 


At long last, the U.S. 









The March of the News ® 





miles and still be visible 
from the. earth Often 
they are whipped along by 
winds at 200 miles an hour. 


Coincidence. These things 
help to convince Dr. Lid- 
del that his “Skyhooks” and 
the oft-reported flying sau- 


Navy has broken its official nae cers are the same, says 
silence It has been IN THE SKY Look: Flying-saucer reports 
experimenting with huge, It's a “‘saucer’’ started when the balloon 
high-soaring balloons that, experiments started . . . The 


once aloft, look for all the world like 
flying saucers (see pictures). 

Thus was explained away a mystery 
that had people speculating on every- 
thing from an invasion from Mars to the 
more prosaic truth: balloons . . . At the 
peak of the flying-saucer season, the Air 
Force made its own investigation 
The conclusion: nothing to it . . . Later 
U.S. News & World Report, after a de- 
tailed study, reported that unusual ex- 
periments were going on in the skies... . 
and said the evidence pointed to the 
U.S. Navy . But even as late as last 
month a writer in Cosmopolitan maga- 
zine, after interviewing Air Force ex- 
perts, dismissed the whole idea of flying 
saucers as “purely idiotic and wholly non- 
existent.” 


The latest. Last week, in Look maga- 
zine, Dr. Urner Liddel, chief of the nu- 








saucers were seen in areas where the 
balloons were used. 

From below, it is impossible to See the 
sphere of the balloon . . . One sees only 
the cup at the bottom . . . Lateral rays of 
the sun cause the rim of the cup to glow 
like an engine exhaust Sometimes 
they light up the whole balloon . . . Dr. 
Liddel and his associates investigated 
2,000 flying-saucer episodes and con- 
cluded: “There is not a single reliable 
report of an observation which is not 
attributable to the cosmic balloons.” 


Clusters. But what about people who 
have seen formations of flying saucers 
hurtling through the skies? . . . These are 
clusters of smaller Navy balloons—10 to 
15 feet in diameter—that sometimes are 
used in place of the bulkier “Skyhooks.” 


Encore. Flying-saucer reports have not 














clear-physics branch of the Office of Na- been so frequent in recent weeks .. . 
val Research, said: “There The Navy, for now, has re- 
is no longer any need to keep duced the volume of “Sky- 
the public in the dark about hook” experiments . . . But 
what flying saucers are.” look for another rash of 
A flying saucer, Dr. Lid- “Martian invasion” reports 
del said, actually is the un- within the year . New 
der part of a Navy balloon, and improved “Skyhooks” 
100 feet in diameter, called are on the way . These 
1 “Skyhook” . It is used balloons will look as much 
to carry sensitive instru- like flying saucers this year 
ments aloft to the edge of as they did last And, 
the earth’s atmosphere, despite official silence, still 
there to measure nature’s —Dept. of Defense other secret and grotesque 
own atom explosions ON THE LEVEL experiments are going on high 
“Skyhooks” can go up 19 It's a balloon in the skies over the U.S. 
% PRR GAY ep aa eal CIN a aac gala ESRI NI ie gS 59 7 
iHANDY WAY TO SUBSCRIBE! 
| 
| U.S. NEWS & WORLD REPORT 
; Circulation Department, 437 Parker Ave., Dayton 1, Ohio | 
| Please enter my subscription to U. S. News & World Report for one year | 
| and send bill to me. (U. S., its possessions, Canada, Mexico, Central and South | 
| America, Spain, Philippines, $5; other countries, $6.) 
| 
| Name. | 
! | 
. | 
| Address 
i 
| City State. 
| NHW 13 J 
ae eee ree ee ee a ee ee nm ee ee ee ee ee ee ee ee ee 





=> » 











THE UNITED STATES NEWs 
WORLD REPORT 





WEEKLY 


U.S. 
Three Titles Reg. U. S. Pat. of, 
ele ne eo weekly at Washington, 








nd ecutive offices, Th $3, Eaitortai 
Butlding. 24th & N Sireets, utes, sites 5 
D. Subscription rates, delive ed ngton 7, 
United States, its possessions, Ca Prepaid, 1 
Central and South America, Spain Philippine 
for one year, $8 for two years, $10 for tpnnts: $5 
Postage to other countries year addi 
Entered as second-class matter addition 
Washington, D. C., u act of Maren 3 oBice 
Entire contents of this pub! mm come 
1951, by United States News Put bitshing ee 
tion. Rights reserved under Pan A Connnora 
Convention aug saters can Copyrigt 


BOARD OF EDITORS 
DAVID LAWRENCE, Editor 
OWEN L. SCOTT, Executive Editor 








CARSON F. LYMAN L. NOBLE R 
Managing Editors OBINSON 


WALTER HUSTED DEREK FOX 
General News Editor Art Editor 
ASSOCIATE EDITORS 
W. B. RAGSDALE BEN J. GRANT 


RICHARD L. TURNER 
M,. L. RAMSAY 
JOHN H. ADAMS 
FRED M. HARMON GEORGE W. BOLTON 
ARCHIE ROBINSON DOUGLAS B. CORNEIL 
A. S. McLEOD, Chief Economic Unit 
PHILIP H. BOLLINGER JOHN B. BLEDSOE 
KURT LACHMANN CHARLES H. DAVEY 
THOMAS H. F. HUGHES 


NEWS — 


TURNER ROSE KEY HART 
THURBER W. CUSHING WILLIAM H. RIEBOLD 
F. W. GAPP FRED A. EMERY 
Assistant News Editors: Barbara Blair, Clissold 
Bolten, Beth Floyd, Mabel Groettum, Ivo 
Holland, Lucy Cobb Jones, Kathleen McGrath, 


ART DEPARTMENT 


H. KLEBANOFF, Director J. Ernest Beavin, 
H. C. Richardson, E. H. Castens, M. J. Shimp. 


LEONARD WILLIAMS 
CHARLES M. PLATT 
J. FRANK DIGGS 


LUTHER A. DAWSON, Librarian 
WORLD STAFF 


HOWARD FLIEGER, Directing Editor 
JOHN R. FLEMING, Associate Director 


CHARLES H. KLINE, Associate Editor, london 


CHARLES FOLTZ, JR., European News Editor 
CLARK H. GALLOWAY, Inter-American News Editor 


PERRY K. SELLON, Editor, Commerce-Industry 
Business Editors: New York, Gilmore Iden 
Son Francisco, Edwin J. Drechsel 
BUREAUS ABROAD 
LONDON, PARIS, FRANKFURT, TOKYO 


REGIONAL EDITORS ABROAD 


ROBERT KLEIMAN..... cee Central Europe 
JOSEPH FROMM.... : Japan and the For East 


BUSINESS DEPARTMENT 


24th & N Sts., N. W. Washington 7, D.C. 
JOHN H. SWEET, Publishing Director 
ANTHONY R. GOULD, Business Manager 
HAROLD M. WELLS, Executive Secretory 
W. L. BRAUER, Treasurer 
ADVERTISING DEPARTMENT 
30 Rockefeller Plaza New York 20, N. Y. 
Tel. Circle 6-3366 
H. L. BEHLKE, Director of Advertising 
CHET BOKELUND, Nat!. Advertising Sales Mgr. 


NORMAN O. MICK, Western Manager 
35 East Wacker Drive Chicago 1, Ill. 
Tel. Randolph 6-5460 
CIRCULATION DEPARTMENT 
435 Parker Avenue Dayton I, 
W. W. SPURGEON, Manager 
PRODUCTION OFFICE 
E. M. GILLEY, Manager 
RALPH M. FRANCISCO, Asst. Manager 


350 Dennison Avenue Dayton 1, 
Tel. Melrose 9231 


Ohio 


Ohio 


All communications relating to news or editorial 
matters should be addressed to the Executive 
Offices, 24th & N Streets, N.W., Washington 7, 
D. C. Tel. District 2900. Communications relating to 
subscriptions should be addressed to the Ci rculation 
Department, 435 Parker Avenue, Dayton 1, Ohio 








| 


1 




















FEBRUARY 23, 





195! 








‘ditor 


ROBINSON 


FOx 
ditor 


NT 
ILLIAMS 
PLATT 
GGS 
BOLTON 

CORNELL 


ir, Clissold 
ttum, vo 
McGrath, 


st Beavin, 
J. Shimp. 


litor 
ector 


, london 


s Editor 
ews Editor 


-Industry 


al Europe 
> For East 


T 


ger 
1, Ohio 


editorial 
xecutive 
gton 7, 
lating to 
culation 
1, Ohio 


3, 195] 


Rain or shine—right on schedule with 


CHEVROLET TRUCKS! 


Chevrolet trucks go through! Rugged, Advance- 
Design construction keeps them ro/ling—even 


under adverse conditions—with reduced main- 


tenance costs, less attention and upkeep. That’s 
why, with Chevrolet trucks so low in price and 
easy on gas and oil, operators of Chevrolet trucks 
save on every trip. 

Each Chevrolet truck is engineered for peak 
performance on the job. It has the right engine 


—extra powerful 105-h.p. Loadmaster, or money- 
saving 92-h.p. Thriftmaster. It has the right 
chassis—with extra strong frame and Chevrolet’s 
great hypoid rear axle. It has improved design 
brakes for greater safety and ease of operation. It 
has a cab with ventipanes for greater driver com- 
fort. These are some of the reasons why Chevrolet 
is America’s most popular truck. See these trucks 
at your Chevrolet dealer’s. 


CHEVROLET MOTOR DIVISION, General Motors Corporation, DETROIT 2, MICHIGAN 


CHEVROLET ADVANCE-DESIGN TRUCKS 














Dies of new cars, and older automobiles too 
—36,000,000 are on the road in 1951—are finding 
out that one of their deadliest enemies is rust. 
This red devil, which gets into gasoline station 
fuel pumps as well as the entire fuel system of 
your car when moist air in the fuel tank con- 
denses, does costly damage to the tank, carbu- 
retor, fuel pump and other vital car parts. 

Sinclair found the way to “beat the devil” when 
it developed RD-119, the amazing new gasoline 
ingredient that covers metal surfaces with an in- 
visible rust-proof coating. An exclusive Sinclair 


discovery, RD-119 provides superlative anti-rust 


How SINCLAIR Zc/s 


NEW CAR OWNERS 
Leat the Devil 


protection when added to gasoline and other 
petroleum fuels. 

RD-119® is now standard in Sinclair gasoline 
—to protect both new and old cars from power- 
stealing rust. It is another outstanding result of 
Sinclair’s progressive research and another in the 
growing list of reasons why Sinclair is. . . “a great 


. . ” 
name in oil. 


SINCLAIR 
A Great Name in Oil 


Ye 
SINCLAIR OIL CORPORATION + 630 FIFTH AVENUE ¢ NEW YORK 20, N. Y. 
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War end in Korea still is not in sight. War will end when China decides 
she's had enough, or when Russia wants war to end, probably not before. 

War's cost is becoming high for Chinese in men and material. Losses for 
China are at least 10 to 1, often 30 to 1 compared with U.N. losses. Man power, 
trained and equipped, is not limitless for China despite that popular idea. 

War, from U.S. standpoint, may as well be fought in Korea as some place else. 
There'll be war somewhere so long as Russia's satellites win or think that they 
can win. U.S. can afford to settle only on its own terms. 








War's cost for U.S., other than in collars, shows this: 

Killed average around 200 a week. That's an average for eight months. 

Wounded had been averaging just under 1,000 a week. Wounded recently have 
averaged under 500 a week, with one week down around 300. 

Casualty rate in killed is around 12,000 a year, wounded around 30,000. 

Any losses are important, but losses are not as high as the public tends 
to imagine. Enemy losses very greatly exceed those of this country. 





In terms of services: Army killed total 5,891, to date. Marines have lost 
1,143 out of their smaller forces. Navy has lost 73. Air Force, 138. 

Army's wounded are 24,711. Marines, 6,227. Navy, 426. Air Force, 3l. 

It's the ground troops who've carried the burden in Korea, as they do in 
almost all wars. Air Force has not provided easy victory at very low cost. 








Now here's what it all means in terms of men facing draft into the Army: 

Overseas service for men drafted is about a l-in-4 proSpect. Korea will be 
the destination of about 1 in 8. Europe will get about 1 in 8, too. 

Of men in Korea, about 1 in 10 may be wounded in the course of the year 
ahead. Chance of being killed is about 1 in 20 for those who go to Korea in the 
Army. Proportion in the Marines is roughly comparable. 

Look at it this way: About 1 out of 8 men in the Army will be in Korea. Of 
these men who do land in Korea and who stay a year, 1 out of 10 may be among the 
wounded, 1 out of 20 may get killed. Chances of survival are quite high. 

Navy service, service in Air Force, Army service in Europe, barring a big 
war with Russia, will continue to be relatively safe. A young man called to 
serve anywhere but in Army or Marines and in Korea is probably as safe as he is 
at home, if not safer. At same time he is well fed, well sheltered and given a 
chance to see some of the world. For many there will be 18 months in Europe. 

















Big war, war with Russia, still is a declining prospect for 195l. 


(over) 
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NEWSGRAM--TOMORROW-- (Continued) 


War season, approaching, finds Russia in a mood to talk, apparently not to 
fight. Warlike preparations, noticeable if being made, are absent in Russia, 
More and more, the view of no big war in 1951 is taking hold. 
Parents who tend to see their sons in Korea and in combat within a few 
weeks after their draft usually are overexcited. It may well be that a bigger 
war and bigger casualties have been prevented by that local war. 

















Inflation showdown appears to be starting to shape up at home. 

Wage policy, this time, is the key to inflation control. Wage costs, if 
rising, can be passe< on in prices under existing control formula. Farm price 
ceilings, in turn, cin go up if prices of things farmers buy keep rising. 

Wages are the key. Wage-salary formula permits a 10 per cent rise from 
January, 1950, to July, 1951, including cost-of-living rises, then restudy after 
July 1. Coal rise sticks under this. Autos can get a March cost-of-living rise, 
Steel can't strike before January, 1952. In autos, a pay rise termed an "annual 
improvement factor" is in doubt and probably knocked out. 

Labor leaders now are in revolt, threatening trouble. 




















The $64 question: Will the White House hold tight on wage policy? 

If it holds, inflation may be checked after a further moderate spiral. 

If it gives, it's anybody's guess where inflation will go. 

Odds at this point are on a wage policy with some restraint in it. If that 
is the cas., price ceilings on manufactured goods probably can be made to stick. 
If those ceilings hold, farm price rise can gradually be checked. 

Then: Further price rises might be held in a 5 to 10 per cent range. 











Labor leaders, miffed, threaten to run out on Mr. Truman in 1952. 

Labor demands: (1) top jobs in the inflation control setup, (2) policies 
that permit union members to keep a jump ahead of others on pay. 

Labor is getting to date: (1) secondary jobs, (2) fewer favors than usual. : 

Result is a developing showdown in which Mr. Truman may have to make a 
choice between breaking with Charles E. Wilson, Mobilization Director, and 
Standing up against labor pressure. Labor leaders have had their way for so 
long in Government on so many things that they find restraint hard to bear. 

It's doubtful that Mr. Truman will fire Mobilizer Wilson. 











Tax increase for individuals of 4 surtax points seems assured. Tax rise, 
however, will very probably apply July 1, not January 1. Increased tax on 1951 
income, as a result, will be about 2 points, not 4. 

Tax on corporations is likely to be raised 4 or 5 points to 5l or 52 per 
cent, not to 55. Excess-profits tax probably will be tightened somewhat. 

Tax _on new cars of 10 to 15 per cent is probable. Used cars probably will 
bear a lower tax than new cars. Appliances will be taxed more than now but not 
the 25 per cent Mr. Truman asks. Cigarette tax probably won't be raised. Tax 
on liguor surely will be. Capital-gains tax is unlikely to be changed now. 





























Rationing is in the wind for second half, 1951. Meat rations are likely to . 
be forced as a backstop for price controls. Tires may have to be rationed to 
assure fair distribution. Autos, appliances are considered for rationing. 

Controls will begin to bite after midyear unless plans are changed. 
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() What is the role of beer in time 


of national emergency ? 




























































































The War Labor Board 
in 1945 held that beer 
is essential to public morale. 


Whenever our nation makes a concerted 
effort to increase production, there is 
bound to be a strain on industrial workers. 
Their hours are usually longer... there is 
greater necessity for overtime and night- 
work ... often they take jobs hundreds 
of miles away from home and family. 
The opportunity for a little relaxation 
in their leisure time—perhaps a bit of con- 


We 


versation after work, over a glass of beer 
—has been found to work wonders in 
“easing the pressure” on these men and 
women who are engaged in such vital and 
arduous jobs. 

In 1945 the War Labor Board summed 
it up when it ruled that an interruption in 
the production of beer “threatened sub- 
stantial interference with the war effort.” 


One of America’s Oldest Continuous Non-Profit Trade Associations 
Representing over 80% of the Country’s Malt-Beverage Production 
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United States Brewers Foundation... chartered 1862 # 





Wilson Taking Cabinet Powers . . . Acheson Pushes 
Arms for Germany ... Chinese Squabble for Mao’s Job 


Gen. Dwight Eisenhower has told at 
least one important inquirer, seeking 
to learn his party affiliation, if any, 
that two of his brothers are rock- 
ribbed Republicans, two are Demo- 
crats with New Deal inclinations, 
while he’s an independent. The impli- 
cation is that he can jump either way. 


x *k * 


Mr. Truman is inclined to link his 
own political future with that of Sen- 
ator Robert Taft, of Ohio. If the Pres- 
ident becomes convinced that Repub- 
licans will nominate Senator Tait, 
then he will be tempted to seek an- 
other term. If he sees signs that Re- 
publicans think in terms of an Eisen- 
hower draft, then Mr. Truman will 
be inclined to try to woo Eisenhower 
to the Democratic fold, hoping there- 
by to keep the Democrats in power. 


elk Le 


Staff chiefs of U.S. armed forces are 
acutely pained by the idea of diplo- 
matic officials that U.N. forces in 
Korea should not move above the 38th 
parallel. Military officers argue that 
to set any fixed line beyond which 
armed forces cannot operate from our 
side just assures an enemy of freedom 
to build for a devastating blow. 


x *k * 


Clement Attlee, Britain’s Prime Min- 
ister, continues to annoy Mr. Truman 
with his expressions of friendliness 
toward China’s Communists. 


x ak -¥ 


Mao Tse-tung’s illness is adding to 
Communist problems in _ holding 
China together. The Chinese leader’s 
heart condition threatens to produce 
a split among other Chinese Commu- 
nists over the top job in China. Pre- 
mier Stalin may have to send a Rus- 
sian general to take charge in China 
if he wants to avoid a breakdown. 


kx kk, 


Dean Acheson, U.S. Secretary of 
State, is pressing ahead quietly with 
negotiations aimed at rearmament of 


Whispers 


Western Germany at least to the level 
of Russian rearmament of Eastern 
Germany. Mr. Acheson has not aban- 
doned the idea of German rearma- 
ment under pressure of U.S. Allies. 


x * * 


Walter Reuther, head of the Auto 
Workers Union, won’t be bashful in 
pushing his ideas once he gets the 
job as labor’s representative on De- 
fense Mobilizer Charles Wilson’s 
staff. Mr. Reuther has positive ideas 
about what industry can do and how. 


x *k 


John Steelman, Assistant to the Presi- 
dent, took the heat off President 
Truman when he negotiated contract 
terms with railroad unions and when 
he accepted the brickbats that flew 
after the unions reneged. Union presi- 
dents really were angry because Mr. 
Steelman protected the President 
from personal involvement. 


x -*& & 


Donald Dawson, the man who passes 
out big jobs for the White House, is 
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getting little Senate support for his 
selection of directors for RFC. My 
Dawson is learning that for every 
Senator he pleases temporarily by ac. 
cepting his nominee for a job, fe 
offends three or four whose cand. 
dates are passed over. 










xk * 





Senator Fulbright, although an Ar. 
kansas Democrat and now a strong 
Administration man on most policies, 
has learned that Mr. Truman doesn't 
forget. In 1946, Senator Fulbright 
suggested that Mr. Truman should re. 
sign after Democratic defeat in the 
November elections of that year. Now 
the President says publicly that the 
Senator’s ideas about the RFC he 
is investigating are “asinine.” 













x * * 





Maurice Tobin, Secretary of Labor, is 
very much on the outside looking in 
when issues of labor policy now are 
decided. Charles Brannan, Secretary 
of Agriculture, soon can expect to be 
in much the same position. Charles 
Wilson, as Mobilization Director, is 
taking over many powers that Cabi- | 
net officers had exercised. 











x & 


John Snyder, Treasury Secretary, 9 
dissuaded President Truman from} 
sending a rather sharp letter to} the 
Thomas McCabe, Chairman of the 
Federal Reserve Board, that might 7 

have led to Mr. McCabe’s resignation. } 

The President wrote the letter during 9 

the heat of the squabble between the 
Treasury and FRB over interest rates. 


x *k * 


William McChesney Martin, Assist | 
ant Treasury Secretary, almost surely 
will be moved up to Secretaryship of | 
the Treasury if John Snyder decides | 
to resign at some time in the next year 
to accept an offer in private finance. 
Mr. Snyder will stay on as Secretary 
so long as Mr. Truman insists, and 
his successor will be someone who 
agrees with him on need for continu- 
ing stable and low rates of interest. 
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Sundstrand has grown on reliable research... 


expert engineering ... precision production 


Progress .. . American style! A small, unknown tool company at 

the turn of the century ...a nationally recognized machine tool company in the 
twenties . . . an internationally known producer in widely diversified fields 

today. In post-war years particularly, Sundstrand tooled its plants with the 

finest of precision machines . . . staffed its offices with outstanding engineering 
talent . . . designed new products to serve new customers . . . trained skilled 
workmen to produce at high quality levels. Although currently deep 

in specialized defense work, any one of the six Sundstrand divisions will welcome 


your inquiry, do its best to serve you promptly and efficiently. 


SUNDSTRAND 


SUNDSTRAND MACHINE TOOL Co. 





ROCKFORD, ILLINOIS, U.S. A. 





Widely varied products 
for widely varied uses 


AircraftandIndustrial 
Hydraulic Transmis- 
sions, Pumps, Control 
Valves, Fluid Motors. 


OilBurnerPumpsused 
by the nation’s lead- 
ing oil burner manu- 
facturers 


Air Sanders for auto- 
motive, wood-work- 
ing, metal-working, 
plastic and glass in- 
dustries 






Automatic Lathes, 
Mills, Broaching Ma- 
chines, and Special 
Machines 


Broaching Tools, Magnetic Chucks, 
Coolant Separators 














What it takes to equip a soldier 
for battle! 


fy I 


2 Ibs. of 834, Ibs. of ‘s Ibs. of 
STEEL COTTON en 





112 Ibs. of 10% Ibs. of 2'/2 Ibs. of 
WOOD WOOL ALUMINUM 





183 Ibs. of 62 Ibs. of 156 Ibs. of 
LEAD COPPER BRASS 





270 Ibs. of 8 Ibs. of 5000 
FOOD RUBBER MAN HOURS 


All this for one soldier? Then imagine the raw materials it 
will take to equip over 3,000,000 fighting Americans with 
everything they need . . . their training, their guns, their 
tanks, their planes, their battleships. . . 


Yet raw materials can’t equip a G.I. or win a war. 


It also takes skill and speed in forging the weapons of war. 
In peace, this skill and speed are the strength and well- 
being of American business. . . of American workers. In war, 
this skill and speed may well be the security of our nation. 


AMERICAN MACHINE & FOUNDRY COMPANY 
Executive Offices, 511 Fifth Avenue, New York 17, N.Y. 


AMF does it better—automatically! 


CREATORS AND PRODUCERS OF ELECTRONIC AND MECHANICAL EQUIPMENT 


For the armed services: Antennae and drive units for radar systems e auto- For industry: Tobacco processing equipment, cigarette and cigar making machinery 
matic loaders for antiaircraft and naval artillery « elevating and azimuth mechanisms bakery ovens and machinery e automatic pinspotters, bowling equipment and supplies 
tank engine cooling systems « airplane parts e mobile ovens e electronic training devices DeWalt power saws « Lowerator Dispensers ¢ batch and continuous mixers e stitching 
naval ordnance e various special military developments. machines « Wahistrom automatic chucks and tappers. 
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U. S. prosperity is beginning to 
take on a permanent look. No 


re serious letdown is ahead for five 

: years, maybe 10. 

yp Arms, massive Government 
spending are counted on to keep 
business humming. A few lines 

me may be hurt, but they‘re excep- 


tions. 

Government, with billions, will 
move in fast to avert hard times. 
7 A 1929-type bust doesn’t wait 
of | atthe end of this boom. 


A boom in business—good times as 
contrasted with bad times—can go on 
in the United States for five or even 
10 years. 

Not all of these years will be years of 
hectic activity. Individuals and their Gov- 
ernment will not always be scrambling 
for scarce goods in competition with one 


qm another. But, barring all-out war or run- 
away inflation, the long-range outlook is 
for high-level activity. 
Boom or near-boom conditions appear 
almost to be guaranteed for five years 
on the basis of plans now laid. Fuel for 
ils it : : 

: that boom will be supplied by rearma- 
with ment at home and arms aid abroad. 
their Armament itself is underwritten by the 

forces at work in world affairs. Once 
Communism’s expansion is checked 
abroad, there can be expected to follow 
war: a long process of trying by one means or 
wells another to push back its frontiers. 
onl It already has been 10 years and more 
bt since this country experienced anything 


but good times. Forces of inflation in 

this period have dominated over forces 

of deflation. Most groups and most in- 
} dustries have prospered, although some 
§ individuals and industries have been 
hurt by rising prices. Arms money now 
will feed inflation for three to five 
years more. 

A clear view of what comes after that 
-looking beyond five years—cannot be 
obtained. Yet there is every prospect 
that, in periods of adjustment, Govern- 
ment will move in to check deflation and 
to assure a relatively high level of indi- 
» vidual income and business activity. 
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BOOM CAN GO 10 YEARS 





Delayed Needs Will Fill in After Defense 


There is increasing agreement in Gov- 
ernment and among economists in pri- 
vate industry that deflation of the kind 
that followed 1929 will not again be al- 
lowed to take hold and to persist. 

“Boom and bust” does not appear to 
be in the cards. So much power has been 
shifted to the Government in the eco- 
nomic field, and Government is so re- 
sponsive to public pressure, that pro- 
longed deflation will not be accepted. 

Armament will be the inflationary 
force for the next five years at least. 
What lies ahead can best be understood 
by a glance at a few figures. 

In 1950, the flow of cash from the 
Federal Government totaled 42 billion 
dollars. Of that amount, armament money 
was less than 14 billion. Business activity 
was rising rapidly even before Korea, and 
there was every prospect,that 1951 was 
to be another good year for business. 

In 1951, military spending is to rise 
to 35 billion dollars in cash. The total 
cash flow from the Federal Government 
will go above 63 billion dollars on the 
basis of appropriations made and expen- 
ditures planned. This year the Govern- 
ment will be spending 21.6 billion dollars 
more than last year. Much of this money 
will go for goods whose production uses 
up materials that civilians also want. 


Civilians, as a result, will bump into grow- 
ing shortages of metal products as the 
year wears on. 

In 1952, Government spending still 
will be rising sharply. The military out- 
lay will approach 53 billion in cash. That 
is the plan now, without any special new 
programs contemplated. The total cash 
flow from the Government will exceed 
78 billion dollars in 1952. That level of 
spending will not be far from the peak 
reached in the last war period. 

Civilians in 1952 will be denied many 
goods that they would like to buy and 
will have money to buy. For at least 18 
months after July 1, 1951, the automobile 
industry and many other manufacturers 
of hard goods will be throttled down to 
release materials for military programs. 
This is a year in which pent-up civilian 
demand will accumulate. 

In 1953, military spending probably 
will taper off. Arms outlay in this year 
will be at least 15 billion dollars more 
than in 1951, but the total cash flow 
from the Government is expected to start 
its decline. Even so, the prospect is that 
civilians still will be denied many things 
they would like to have. However, in 
1953, steel capacity of at least 117 million 
tons will come into operation, compared 
with 102 million tons today. Output for 





GOVERNMENT CHECKS 
They'll keep things humming 
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civilian use will be rising but may not 
get back to its recent high point. 

In 1954, military spending will fall 
quite sharply, according to present plans. 
Total cash outlay of the Government is 
likely to be down almost 13 billion dol- 
lars from the peak. This promises to be 
a year when civilian wants for durable 
goods, built up through denial during the 
period of rising war production, can start 
to be satisfied. 

In 1955, a test period seems probable. 
This will be a year when military needs 
level off. By then, U.S. also will have an 
immense industrial capacity. Aluminum 
capacity will be doubled. Steel output 
will be greatly expanded. So will capacity 
to make copper, synthetic rubber, plastics 
and nearly every other basic material. 
The test will be whether there is demand 
for all the things industry can produce. 
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Controls almost surely will be elimi- 
nated or greatly relaxed by or before 
1955. Farm prices may decline sharp- 
ly, but will get Government support. 
Increased supplies and smaller de- 
mand probably will cut prices for rub- 
ber, wool, cotton, steel and other basic 
materials. 

Some unemployment may develop, but 
wage rates, written into union contracts, 
will not go down. Yet the over-all 
pressure toward inflation will be eased 
markedly. 

Still, that does not mean a_ severe 
slump. Civilians again, as in recent post- 
war years, will be buying a large volume 
of automobiles and appliances and other 
things they couldn’t buy during the arma- 
ment: build-up. Housing very likely will 
be in another boom. Public works. post- 
poned by the arms program, will pick up 





again as federal, State and local author 
ties revive plans for highways, schoos} 
hospitals and other projects. 
After 1955, the outlook is nots 
clear. But there are some factors that pm 
vide clues for the long-range future. 
Government spending will contin 
at a minimum of 60 billion dollars a yea 
The volume of cash flowing out of the 
Treasury will be about 50 per cent largeq 
than in 1950. 
Military spending is to hold at 5 
billion dollars a year for the indefinit} 
future. That is the estimate of Defens 
Secretary George C. Marshall for mai; 
tenance of a 3.5-million-man amet 
force, with universal military servic 
The armament industry is to become 





new big industry for the United State 
permanently active. It will rival autos @ 
steel or housing industry. 
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Federal spending will continue as a 
potent support for business activity. 

Other devices to keep business active 
also are plentiful and, in case of slumps, 
will be used. Unemployment insurance 
provides income for the jobless. Pensions 
are available for the aged. Taxes can be 
lowered to increase consumer spending. 
Credit can be made easy to obtain and 
use, as when easy credit financed the 
1949-50 housing boom. Government 
loans will be available to business. Eco- 
nomic aid abroad will continue. 

Money will be abundant. As long as 
the national debt stays at 250 billion dol- 
lars or more, the money supply will be 
large. That debt will not be reduced 
very sharply. So chances are strong that 
the next decade can be weathered with- 
out any financial panic created by 
scarce money or tight credit. 
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Public works will be a positive sup- 
port to business. The country had scarcely 
started rebuilding highways when that 
program was cut back for armament. An 
outlay of 5 billion dollars a year for 10 
years is needed to build and expand the 
highway system. Cost of needed schools, 
hospitals, city improvements and river 
developments is put as high as that of 
highways. So public works might run as 
high as 10 billion dollars a year. 

New industries also are developing. 
Atomic energy is due for a vast expan- 
sion. Guided missiles will become a major 
industry. Television just got started be- 
fore the arms program interfered. Syn- 
thetic fibers hold great promise. The Gov- 
ernment is promoting synthetic oil and 
processes to get gas from coal mines. 

Population growth is another major 
factor. From 1950 to 1955, a total of 14 


million will be added to U.S. population. 
That means an expanding market for 
food, clothing, all the essentials of life. 
Family growth will be close to 5 million, 
producing added demand for autos and 
appliances and furniture. 

Ups and downs in business activity 
are to be expected in the period ahead. 
There will not always be labor shortages 
and material scarcities. Prices won't al- 
ways be climbing higher. The 10 years 
ahead certainly will produce setbacks like 
that of 1949. 

What is very unlikely, though, is an- 
other deflation of the kind that persisted 
from 1929 to 1933. Government spend- 
ing and added Government power offer a 
combination that appears able to prevent 
a prolonged slump in activity. The pros- 
pect points definitely to good times for 
as long as can be foreseen. 
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Who Will Go and When: 
Rules Ahead for Draftees 


Latest draft plan in Congress 
looks like the real thing. A few 
alterations may come, but the 
basic pattern seems set. 

Universal Military Training 
and Service is certain, as_ it 
stands. So is a draft of 18-year- 
olds if needed, after older men 


go. 
After all the debate and argu- 


ment, here is where you stand 
in the approved draft program, 
now before the Senate: 


Men over 26 will not be touched, 
unless they are Reservists. 

Veterans will not be drafted again, 
if they served 90 days between Dec. 7, 
1941, and Sept. 2, 1945, or 12 months 
between Sept. 16, 1940, and June 24, 
1948. 

Reservists and National Guardsmen 
now on active duty will serve for 24 
months, exclusive of leave; 26 months if 
maximum leave is taken. Present rule re- 
quires 21 months, including any leave. 

Draftees, those inducted under exist- 
ing law, also will have terms of duty ex- 
tended, from 21 months to the new term 
of 24 months plus leave. 

4-F’s, classified 4-F since June, 1948, 
will be rechecked. Men with remediable 
defects are likely to be called. The goal 
is to get 150,000 men from 800,000 now 
in 4-F. Many men who failed the mental 
test will be re-examined and taken. 

Married nonfathers under 26 will be 
calied. Draft boards already have been 
taking men who married after July, 1950. 

Fathers, however, will continue to 
be exempt. Local boards determine who 
is a father. Some boards defer a man 
whose wife is pregnant. Others say a 
man is not a father until a child is born. 

Married men with one dependent be- 
sides a wife will be deferrable. An ex- 
ample is a man who supports his mother 
or mother-in-law. 

Single men, age 20 to 26, will nearly 
all be drafted. Many boards have ex- 
hausted their supply of obvious draftees 
in this group. Now they will comb the 
list again, perhaps pick up any border- 
line cases, since they must use all quali- 
fied older men before they can take 18- 
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How UMTS Will Work, 
Under Latest Plan 


A YOUTH WILL: 


[1] Register at age 18. 


Take physical and mental 
exam, get classified 1-A 
or 4-F. 


aed 


Wait for call to basic 


training, probably after 
age of 18%. 


Take at least 4 months of 
basic training, then apply 
for college deferment or 
go on to active duty. 
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year-olds. That restriction is to be law ’ 
the Senate’s plan is accepted—not a man 
regulation for draft boards to intern 
as they see fit. ; 
19-year-olds will be cleaned out, 
Few will qualify for deferment. unless j 
college. : 
College students will continue tol 
deferred until the end of a school 
once they get started on the year's 
Many colleges, speeding up, will op 
the 1951 school year in June. : 
ROTC students, including those wit 
are 18, will complete their college g 
reers and then stand by for orders, # 
as under present rules. Some colleges ns 
open freshman classes next June y 
open Army and Air Force ROTC pp 
grams in June, too, for the first time, 7 
Youths joining National Guard um 
before they are 18% will not be dm 
able. , 
18-year-olds not in any service 
do what is outlined in the accompanyig 
chart—register at 18, take exams, sen 
24 or 26 months, return to civil life 
Reservists. All able-bodied youths 
owe the Government a total of eigh 
years of service. Some, up to 75,000) 
year, will qualify for college after p 
liminary training. They will be seleg 
by a civilian board. Federal scholarshj 
will be available for those who need the 
Most youths will not see service uf 
they are 19, or nearly 19. Each da 
board must take all available older me 
in its area, then take youths who are 
least 18 years and 9 months old; thi 
those who are at least 18 years and 
months old, and so on down to those Wi 
have just turned 18. : 
No one expects youths under 
years to be drafted, anywhere. But th 
can be, if man-power needs skyroe 
Youths in populous areas, where 
numbers of draftees happen to live, ¥ 
be called later than those who live 
sparsely settled communities where bag 
logs of older men have disappeared. } 
Physically disabled youths, clast 
as 4-F’s under the new law, will not} 
drafted. No “collateral service” plan 
them is in sight, now. 
17-year-olds will move into dm 
range in 12 months. 16-year-olds of 
day will become draftable in 1953. 
15-year-olds of today possibly ma 
not be drafted at all, for active servi 
They will be 18 by 1954. By then, if 
hoped, the President will be able to st 
the real UMT system. Under that, 4 
able-bodied youths will get six mont 
of training, as they reach 18 or finis 
high school, whichever is later. There W 
be no deferments, except to the hand 
capped. But, after the six months, the 
who wish will be allowed to return 
civil life. They will remain in the I 
serves, however. 
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He wears the cap of the warrior or the cap of 
the worker with equa distinction 

Most famous radiator rideg in all the land, the 
staunch Mack bulldog symbolizes a motor truck 
as sturdy as his breed 

He rides the gleaming fire truck, the sleek bus, 
the swift van. He works with the butcher, the 
baker, the merchant and the manufacturer. He 
toils in the dust of a thousand construction jobs 
and in the fields with the farmer 





Battler or builder, he has always so well done 
his task that a nation has given himits high honor 
for sturdiness—the envied citation—Bwz/t like 
a Mack.” 

Whether vour hauling job is little, big or giant, 
there's a Mack built for it—to pay dividends in 
dollars saved per day and per month for years. 


























) Mack Trucks, Empire State Bldg., New York 1, N.Y. Factories at Allentown, Pa., Plainfield, N. J., Long Is!and City, N. Y. Factory branches and distributors in 
all principal cities for service and parts. In Canada: Mack Trucks of Canada, Ltd. 





Could this mean a 


FORTUNE 


Every pound of bauxite, the ore 
from which aluminum is produced, 
contains a minute quantity of gal- 
iium. While no commercial method 
has been developed to extract all of 
this metal, Aluminum Company of 
America is now removing a small 
fraction of the gallium present in 
Alcoa bauxite, and is offering com- 
mercial quantities of it in high-purity 
metallic form. 

Gallium presents properties that 
are indeed stimulating to scientists, 
researchers and development engi- 
neers— properties that open the door 


This cube melting in a man’s hand 


is the metal—GALLIUM. Long recog. 


nized as an element, gallium is now 


commercially available. To what uses 


ingenious Americans will put it, is 


anyone’s guess. Some already haye 


started in a limited way. 


to possibilities in numerous fields. 

Gallium has an unusually wide 
liquid range. Although it melts at 
body temperature, it will not boil 
until heated to about 3600° F. It 
“wets” the surface of many ma- 
terials—can be painted on glass to 
make a brilliant mirror. And it ex- 
pands when it solidifies. 

We can’t predict what the future 
holds for gallium, but we’re betting 
there will be some amazing—and 
profitable—developments in the 
years to come. It may pay you to 
investigate this wonder metal. Gal- 


lium could mean a fortune to you! 

Let us send you a free copy of 
our booklet “Alcoa Gallium.” 
ALUMINUM CoMPANY OF AMERICA, 
CuHeEmIcALs Division, 601s Gulf 
Bldg., Pittsburgh 19, Pennsylvania. 





When allowed to solidify in am- 
ple space, gallium forms beauti- 
ful orthorhombic crystals. 











ALUMINAS and FLUORIDES 


ACTIVATED ALUMINAS * CALCINED ALUMINAS + HYDRATED 
ALUMINAS * TABULAR ALUMINAS + LOW SODA ALUMINAS 
ALUMINUM FLUORIDE + SODIUM FLUORIDE + SODIUM 
ACID FLUORIDE + FLUOBORIC ACID * CRYOLITE + GALLIUM 
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T PAYS TO GET MARRIED 


Tax Rise on Bachelors Will Drain Income 


As taxes go up, staying single 
i. to cost more and more money. 
feing a bachelor is a real ex- 
vense. Under the Truman tax 


plan: 
Aman with a $10,000 income 


nays nearly $600 more in taxes 
ingle than married. At $25,000 
e pays about $3,000 more. 
Split incomes, family exemp- 

ions, etc., are bringing closer the 

Jay when two really can live as 
eaply as one. 


The penalty for being a bachelor is 
due to rise again. A person who gets 
married and remains married is to be 
rewarded still more. 

Penalty and reward are provided by 

e tax laws. Each is sizable already for 
anyone making $10,000 a year or more. 

hat is largely because a married man is 
entitled to divide his income with his 
wife when making out his tax return. 
When the income is split, lower tax rates 
apply to each half. 

A single man, however, is not allowed 
to split his income and bring it out of the 
higher surtax brackets. His disadvantage 
grows, moreover, as tax rates go up. If 
Congress adopts President Truman’s new 
“tax until it hurts” program, this is what 
will happen: 

A bachelor with a net income of $25,- 
000 will pay an income tax of $10,772. 
He will have $14,228 left to spend. But, 
if he gets married, his tax goes down to 
$7,676. He keeps $17,324. So his penalty 
for staying single amounts to $3,096. 

Looked at the other way, that $3,096 
is to be the reward for a married man 
with a $25,000 income. But, if he has 
two children in the family, that reward 
goes up to an even $3,600. 

The penalty on the bachelor at vari- 
@ Us income levels is shown in the chart 
on this page. And the penalty hits not 
only bachelors. It applies just as severely 
to spinsters, divorcees, widows and wid- 
owers. All told, there are more than 19 
million of these persons. 

Actually, the tax penalty on those of 
} the 19 million who pay taxes is not to be- 
} Come much greater, in dollars, than it is 
under present law. The increase in pen- 

alty comes to a flat $24 all along the 
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line, from the lowest income brackets up 
through the $500,000 class. 

The way it works out is that the lower 
income people, on a percentage basis, 
are to get the biggest inducement to 
marry. For some of them, the penalty on 
remaining single is to rise as much as 20 
per cent. But on a dollar basis, marriage 
will continue to pay the largest pre- 
miums to the wealthy, as incomes, taxes 
and total penalties will rise together. 

A penniless bachelor will have a 
persuasive talking point in courting a 
rich widow. If she marries him, she 
saves thousands in taxes. She might 
save more than the cost of supporting 
a husband. 

If this widow has a net income of 
$100,000, for example, her tax under the 
Truman program is to be nearly $71,000. 
But, if she weds a man without any in- 
come of his own, the tax drops to around 
$57,000. Thus the saving is $14,000. 

A wealthy bachelor also might find 
it financially worth while to acquire a 
bride. And even a man near the bottom 
of the income scale, by marrying, can 


save enough on income taxes to make up 
part of the cost of a family. 

Married couples find they must pay 
more if they are divorced, unless large 
alimony settlements are involved. Thus 
the tax law encourages them to remain 
married and puts a penalty on divorce. 

Tax penalties on unmarried persons 
now are heavy enough, in some instances, 
to prompt suggestions from the Treasury 
Department that Congress consider some 
changes. Take a man with a wife, two 
children and a $25,000 income. His tax 
will come to $7,172 as long as he can 
split the income with his wife. But, if 
she dies, the tax goes up nearly $3,000. 
At the same time, he may have to hire 
a housekeeper or governess for the chil- 
dren. The man, therefore, has a real finan- 
cial problem—and an incentive to remarry. 

Thus, more and more, U.S. tax laws 
are tending to promote romance, dis- 
courage divorce. These laws _ bring 
steadily nearer the time when two may be 
able to live as cheaply as one. Some peo- 
ple, with incomes of $25,000 and up, 
may have reached that point already. 
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Married man 
will pay: 


$432 


Net income 
before exemptions: 


$3,000 
$5,000 $912 
$10,000 $2,240 
$25,000 $7,676 


$50,000 $21,544 





How Tax Collector Aids Cupi 


Plan for New Rates on Income Offers Incentive to Get Married 





ee 


Bachelor Penalty for 
will pay: staying single: 


$584 $152 
$1,120 $208 
$2,812 $572 
$10,772 $3,096 


$28,364 $6,820 








Basic Data: Treasury Dept. 


© 1951, By U.S. News Pub. Corp. 


17 











U.S. News & World Report 





Socialists, taking over steel, 
still can‘t find a way to cure Brit- 
ain‘s ills. A look at the record 
shows: 

Government, as a food shop- 
per, can’t satisfy anybody; as a 
mineowner, can’t get up enough 
coal; as railroad boss, can’t get 
out of the red; as a farmer, is al- 
most a complete bust. 

But, despite headaches, the 
Socialist program is to go on. 


LONDON 
After five years in power, Britain’s 
Socialists still are ambitious to take 
on more experiments. But they are un- 
able to demonstrate, so far, that they 
are on the path to a Socialist Utopia. 
Troubles abound. Workers who looked 
forward eagerly to Socialism are un- 
happy with their work and their pay. 
The housewives, who grumbled last year, 
are making noisy protests now. Difficul- 
ties for the Socialist planners show up 
at every turn. To name a few: 
Government handles buying of much 
of the food, but Britons aren’t eating as 
well now as they did in the darkest days 
of World War II. 





START OF A 'HOUSEWIFE’S DAY 
The meat ration is slim 


Steel: More Trouble for Socialists 


Failures in Meat, Coal Don’t Deter Britain 


The socialized coal industry isn’t able 
to meet the nation’s fuel needs. 

Railroads, socialized, are delivering 
less service at higher rates. 

Socialized medicine is giving more 
medical care to some groups, but, to oth- 
ers, far less than they are accustomed to. 

A Socialist experiment in creating a 
new agricultural industry—a peanut in- 
dustry in Africa—has blown up in failure. 

But Britain’s Socialists are going ahead. 
They have now taken over the bulk of 
the steel industry—the country’s most 
successful private business. 

Experiences up to now, if taken as a 
guide, indicate that steel soon will be- 
gin to have its troubles. Nothing has been 
shown on the record to suggest that so- 
cialization of British trade or industry 
contributes anything tangible to effi- 
ciency, progress or improvement. In fact, 
many things suggest that Socialism doesn’t 
work any too well. 

Food is a spectacular example that 
has the British housewives up in arms 
right now. Under Socialism, the Govern- 
ment buys most of the meat for Britain, 
subsidizes it to keep the price down, then 
divides it up through rationing. The 
trouble is that the ration is down next to 
nothing. The ration is only four ounces 
of beef a week per person for a nation 
of traditional beef eaters. 

Eggs are too scarce and expensive to 
use as a substitute. Cheap, starchy foods, 





* 


heavily subsidized, fill people’s stom. 
achs, but they don’t satisfy them. Al 
though most families are eating more 
than ever, they aren’t eating the things 
they prefer. They are blaming the Goy- 
ernment. 

Meat for the family table is scarce be- 
cause the Government is tangled up in a 
price argument with Argentina. That sup- 
plier is asking Great Britain only a frac. 
tion of what meat costs in the United 
States, but the British Government won't 
pay it. Instead it has made emergency 
purchases of beef in France and has 
raised the price paid to New Zealand 
to keep meat coming from that source. 
But this doesn’t begin to meet Britain’s 
need. 

Coal is almost as worrisome to the 
Government as food. The coal industry 
was the first taken over by the Govem- 
ment, and Britain is literally sitting on a 
huge coal pile. But four years of Gov- 
ernment operation have failed to cure the 
sick coal industry. 

Britain now finds herself short of coal 
at home, forced to cut her sales abroad 
and, for the second time in four years, 
forced to resort to buying expensive coal 
from the U.S. Production of British coal 
has recovered only moderately since the 
end of the war. Last year the output was 
up to 204 million tons. But, in 1937, the 
mines produced 240.4 million tons under 
private owners. 





~-Black Star photos 


END OF A COAL MINER‘S DAY 


Absenteeism is costly 
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The miners, theoretically working for 
themselves under Socialism, are far from 
satisfied. Many of them are leaving the 
mines, despite higher wages, to take more 
pleasant factory jobs. The average out- 
put per man-year is lower than it was in 
1937. A significant cause is that absen- 
teeism, under private owners, was trifling. 
Now attendance below standard runs 12 
per cent. 

The mines can’t keep up with the de- 
mand for coal, and rearmament indus- 
try’s needs for fuel are yet to come. For 
its four years as proprietor of the mines, 
the Government shows a loss of about 10 
million dollars. There is the prospect of 
heavy losses again in 1951. 

Other experiments in Socialism keep 
tuming up headaches. The railroads, one 
of the biggest ventures in Government 
ownership, continue to lose money in 
spite of higher rates. Last year’s losses 
of the British Transport Commission are 
' estimated at 42 million dollars. The 
| socialized electric-power industry can’t 
| begin to meet the demand, which keeps 
| growing. Output is so far below require- 
| ments that the Government is forced to 

put strict limitations on the use of elec- 
tricity. 


| 
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oe fx anciticasiamei ee is ieotes:: 


. Dock workers have no hesitancy about 


striking against the Government, their 
boss under Socialism. The docks are 
plagued with labor troubles. 
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Abroad, the Socialists have been hav- 
ing trouble, too. A peanut production 
venture in Africa is the most frequently 
cited example. There, the Government 
set out to clear 3,210,000 acres and pro- 
duce 600,000 tons of peanuts a year to 
help fill Britain’s deficiency in fat pro- 
duction. But things went wrong from the 
start. The project already has been scaled 
down to a sixth of its original size and 
the Government has had to write off 
100 million dollars as lost. 

Steel take-over, in the face of this 
record, has produced a real division in 
Britain. The Government is moving in on 
a healthy industry. Steel production is 
running close to 17 million tons a year, 
a good figure for Britain. This industry, 
more than any other, has helped Britain 
to regain the overseas trade lost during 
World War II. 

Now there is trouble, right at the out- 
set of Government operation. The Gov- 
ernment is having a hard time getting 
experienced steel men to run the plants. 
Some are declining because they are bit- 
ter about having the industry national- 
ized. Others, aware of what has happened 
in other Socialist ventures, don’t want to 
be in on steel management when and if 
serious troubles develop. 

Some of the former private owners 
would prefer to stand on the side lines 
in the hope that the Conservative Party 
























—Combine 


STEELWORKERS SOON WILL BE EMPLOYED BY THE GOVERNMENT 
Judging from other industries, Utopia is a long way off 


will get back into power and return 
the industry to private ownership. If 
that happens, they don’t want to be 
branded as having gone along with 
the Socialists. 

For the present, the Iron and Steel 
Corporation of Great Britain is acting as 
a Government holding company, super- 
vising operations of the individual steel 
producers. But the Government is hav- 
ing a hard time filling some of the key 
jobs in this company. 

Even if the Government does manage 
to keep capable, experienced men in most 
of the top jobs in the steel industry, 
experience with other Socialist under- 
takings indicates that more troubles lie 
ahead for steel. And serious trouble in 
that industry will mean difficulties for 
industries that have to use iron and steel— 
industries upon which Britain depends 
heavily to maintain the exports that earn 
the most dollars. 

But the Labor Government has no in- 
tention of turning back. For example, no 
one expects coal ever to be returned to 
private owners, even though it is beset 
by troubles. And socialization of steel is 
going ahead in spite ofthe many risks in- 
volved. 

Socialist schemes are not working 
out to produce a Utopia in Britain, but 
the Socialists are determined to keep on 
trying. 
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REPUBLICANS SPLIT OVER TAFT 


Foreign-Policy Row Affecting Battle for ‘57 


Republican split into Taft and 
anti-Taft forces is more than a 
row over foreign policy. It's a trial 
run for a 1952 nomination. 

Nearly half the convention 
votes already are in ‘Taft terri- 
tory.’ And the Senator is working 
hard to tighten his party control. 

His opposition—Dewey, Morse 
and others—is hard at work, too. 
But Taft has the edge, unless the 
opposition can sign up Eisen- 
hower. 


Republicans now are banging away 
at one another in open warfare inside 
the party. The immediate issue is the 
fixing of a party position on foreign 
policy. But a presidential nomination 
in 1952 is staked on the outcome. And 
the developing bitterness is raising a 
threat to Republican chances of cap- 
turing the Presidency itself. 

Senator Robert A. Taft of Ohio is as- 
sailing the position taken by Gen. Dwight 
D. Eisenhower. So is Herbert Hoover. 


IN THIS CORNER: SENATOR TAFT 
The Taft faction is out in front in the race for party power 


Governor Thomas E. Dewey is cracking 
back at them and defending General 
Eisenhower. So are Senators Leverett 
Saltonstall of Massachusetts and Wayne 
Morse of Oregon. A large band of House 
Republicans is rallying back of the Taft- 
Hoover position. And a smaller group of 
Senate Republicans is moving to the 
Eisenhower side. 

Behind the scenes, Senator Taft is 
grabbing control of the Republican Party 
machinery while the opposition is scat- 
tered. He is shaping Republican policy 
in the Senate. His lieutenants control key 
party spots. Those who might disagree 
are being shoved into committee places 
where they cannot interfere. 

Taft vs. Eisenhower. A presidential 
nomination is the prize that may go to 
the winner of the foreign-policy battle. 
Central figures in the struggle are the 
two potential contenders for the Repub- 
lican crown—Senator Taft and General 
Eisenhower. These are the two most of- 
ten mentioned as Republican candidates. 

General Eisenhower, busy with his 
new job of setting up a North Atlantic 
defense system, is ignoring talk of poli- 
tics. He has not even declared himself 
to be a Republican and tries to make it 
clear he is not running for President. 
Governor Dewey and other supporters 
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of the General hope that he will take, | 


Republican nomination if offered. There 
always is the possibility that Mr. Trumap 
may get in ahead of the Republicans and 
tag the General as a Democrat. 
Senator Taft is making it clear that , 


Republican nomination will go to th § 


General only over the body of his own 
dead hopes. He says he does not intend 
to campaign for himself but would take 
the nomination if it came to him. The 


Senator’s friends are setting up an organ. 9 


zation that they hope will give him the 3 


nomination. Key man is David S. Ingalls, 
a Cleveland lawyer, cousin of Mr. Taft, 

A month ago it was said Senator Taft 
was so far out in front for the 1952 Re 
publican nomination that General Eisen. 
hower was the only person who might be 
able to stop him. Now the question is be. 
ing asked: Could General Eisenhower 
stop Senator Taft’s runaway race? 

The Taft forces embrace elements of 
the party that add up to about half of 
the delegates who would turn out for a 
Republican National Convention. Senator 


Taft would draw support from most of | 


the Middle Western and Mountain States, 


from the South and also from one or 9 


two spots along the Eastern Seaboard 


The Senator's weak spots are in the J 


Eastern and Far Western States. 
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—Acme, Harris & Ewing photos 
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Main support for Senator Taft lies, as 
in the past, in the Middle West. Here, 
such men as Senators Kenneth S. Wherry 
of Nebraska, Homer E. Capehart and 
William E. Jenner of Indiana, wheel 
horses in the Senate organization, cre 
counted on by Taft lieutenants to fight 
for Taft when the time comes. But they 
are uncommitted as yet. 

In his 1948 try for the nomination, 
Taft got 274 votes on the second ballot. 
This was exactly half of the 548 needed 
to capture the nomination. His greatest 
support came from Mississippi, Tennes- 
see, Texas, Ohio, South Carolina, Illinois 
and Louisiana. He got all the delegates 
from one or two of these States and a ma- 
jority from the others. There was a scat- 
tering of delegates for him in other States. 

Since then, the Senator has made gains 
in Colorado, Idaho, Indiana, Utah, Wis- 
consin, Maryland, Missouri, Montana, 
Nebraska, North and South Dakota and 
several other States. Some of these gains 
show up in alliances of Mr. Taft with 
Senators from these States. Some are 
evidenced by changes of party personnel 
in the States. Some show up in support 
from these States for the Taft foreign- 
policy line. These States have 190 conven- 
tion delegates. 

If the Senator got all of the delegates 
from these States—and the same strength 
from other States that he got in the 1948 
convention—he still would fall 84 votes 
shy of enough to get a nomination on the 
first ballot. 

The Taft opposition in the party, 
however, embraces areas that would con- 
trol more than half of the delegates. 
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Governor Dewey, historic opponent of 
the Senator in convention battles since 
1940, is urging the nomination of General 
Eisenhower. The Governor will control 
90 votes from New York in the next con- 
vention and will not be without some 
power in the 25 other States that sup- 
ported him in 1948. 

From 60 to 100 Pacific Coast delegates 
will be controlled by Governor Earl War- 
ren of California. Many of General Eisen- 
hower’s friends feel that Mr. Warren is 
sure to be found in the General’s corner 
it the convention should withhold the 
nomination from the Governor himself. 

Harold E. Stassen of Minnesota, now 
president of the University of Pennsyl- 
vania, got a high of 157 votes in 1948. 
He will have far less power in 1952, but 
his former lieutenants in Minnesota will 
control the State’s 25 delegates. And Sen- 
ator Arthur H. Vandenberg of Michigan 
might be able to swing the 41 votes of his 
State to the General. He has endorsed the 
Eisenhower foreign-policy stand. 

Senator James H. Duff of Pennsylvania 
favored Mr. Taft over Governor Dewey 
in 1948. But most persons think Mr. Duff 
would favor General Eisenhower over 
Senator Taft. And Senator Duff will have 
a controlling voice in steering the 73 
Pennsylvania delegates in 1952. 

In New England, Senator Taft would 
encounter stiff opposition. Massachusetts, 
Rhode Island, Connecticut and Vermont 
are regarded as aligned against him. The 
rough handling some of his men have 
given Senators Margaret Chase Smith 
and Charles W. Tobey of Maine and 
New Hampshire would make it hard for 


Taft men to turn these States in his di- 
rection. There are 92 New England dele- 
gates. 

Moreover, in a choice between Taft 
and General Eisenhower, many Southern 
delegates would tum to the General. 
Eleven Southern States have 189 dele- 
gates in G.O.P. conventions. With States’ 
Rights Democrats calling for nomination 
of the General, Southern Republicans 
think they might carry several Southern 
States if he were the Republican nominee. 

The net result is that the party is 
split wide open. Either side could take the 
nomination. But the advantages lie with 
Taft. His forces are united. The opposi- 
tion is divided. 

The Senator's men are skilled politi- 
cians. They have a candidate whose party 
allegiance is net in question. He is ap- 
pealing to a foreign-policy line that 
fits the thinking of many Republicans. 
And he is fresh from victory at home, 
where he gave labor a trouncing. 

In the party, the demand is rising 
that the General declare himself a Re- 
publican and express a willingness to 
run for President before support is given 
to him. There ar¢ objections to giving the 
nomination to an outsider when Repub- 
licans think one of their own men could 
win the Presidency. “Who knows?” Re- 
publicans say. “The General might be 
a Democrat.” 

Unless General Eisenhower does be- 
come listed as a Republican soon, Sena- 
tor Taft may run away with the nomi- 
nation. Aside from the General, there 
is no man in sight upon whom the Taft 
opposition could unite. 





‘ — —Harris & Ewing, Acme, Wide World photos 
MORSE SALTONSTALL IN THIS CORNER: GOVERNOR DEWEY 
The anti-Taft faction pins its hopes on General Eisenhower 2 


FEBRUARY 23, 1951 © 


21 

























U.S. News & World Report 





Tito’s Yugoslavia is a tempt- 
ing prize to Stalin. But the price 
for taking it is beginning to look 
prohibitive to Russia. 

Yugoslavia, back on Russia’s 
side, would give Stalin a south- 
ern anchor in West Europe, ports 
on the Adriatic, a chance to bottle 
up Middle East oil. 

But a litttle war on Tito prob- 
ably would start World War Ill 
—and Stalin’s not ready. 


Joseph Stalin is sizing up his chances 
of getting control of Yugoslavia by 
force. As Stalin sees it, Yugoslavia is a 
strategic prize of great value to Soviet 
Russia. He would like to get it by local 
war. But he is learning that a big war, 
all-out war, may result. 

On Stalin’s orders, the Communist 
countries around Yugoslavia have added 
200,000 soldiers to their armies in the 
last six months. They are getting large 
quantities of Russian arms. Russian off- 
cers are taking command of satellite com- 
bat units down to company levels. All 
this suggests that a Communist attack on 
Yugoslavia is being prepared, to be 
launched when and if Stalin wills it. 

But the U.S. is giving Stalin unmis- 
takable warnings that such an attack may 
bring all-out war. A U.S. Asistant Sec- 
retary of State has just visited Yugoslavia. 
While he was there, the U.S. Secretary 
of the Air Force was in Istanbul, Turkey, 
a few hundred miles away, conferring 
with U.S. diplomats and military lead- 
ers. Units of the U.S. Atlantic Fleet are 
in the Mediterranean on joint maneuvers 
with the British Navy. And, in Nevada, 
atomic explosions show U.S. prepared- 
ness for all-out war in terms of all-out 
weapons. 

Once again, a world war could start in 
the Balkans. A shot at Sarajevo started 
World War I. An attack on Yugoslavia by 
Stalin’s satellite armies could start World 
War III. But, as matters now stand, Stalin 
is up against a clear warning that the 
cost of attacking Yugoslavia may be all- 
out war. Chances are that Stalin, for all 
his saber rattling in the Balkans, is not 
prepared to pay such a price, with its 
near guarantee of eventual defeat for 
Russia. 
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Yugoslavia Next? Stalin’s Big ‘If’ 


Reported from BELGRADE and WASHINGTON 


Yugoslav prize, if it could be had 
without major war, is tempting to Stalin 
in more ways than one. There is the fact 
that Yugoslavia’s dictator, Marshal Josip 
Broz-Tito, and his aides are Communists 
who call Stalin and his aides “imperial- 
ists.” The Yugoslavs say they are the true 
Communists while Stalin has twisted 
Communist ideology to make profits for 
Russia. Stalin wants no rivalry in his 
leadership of world Communism. 

But there is another, less obvious, 
reason why Stalin wants Yugoslavia. The 
map on page 23 shows how Yugoslavia 
looks from Moscow. Seen only as a prob- 
lem in strategy, Yugoslavia is of the ut- 
most importance to the Russians if they 
plan to invade Western Europe. 

The country, which Communist Tito 
refuses to give to Communist Stalin, is 
a rugged land about the size of the State 
of Oregon. 

A river, the Danube, which looks from 
Moscow like one logical route for the in- 
vasion of Western Europe, is held in part 
by Yugoslavia. That part is closed to So- 
viet military traffic. 

Mountains that Stalin wants, to pro- 
tect his southern flank if Russia attacks 
West Europe, now are held by Marshal 
Tito’s anti-Stalinist Army. 

A seacoast on the Adriatic from which 
Communists loyal to Moscow could help 
a Communist uprising in Italy is denied 
to Stalin by Yugoslavia’s dictator. 

A window on the Mediterranean, AI- 





sameti 
| HUNGARY, 


hk Sat 


| 
| 


aes | | ROMAN | 


i ee | -liiiii- 




















—Dowling in New York Herald Tribune 


‘JOE STALIN‘S ELIGIBLE DAUGHTERS’ 





bania, still is a part of Stalin’s empire, 
Communists loyal to Moscow control that 
little country. But, as long as Yugoslavia 
will not take Stalin’s orders, Albania js 
isolated, exposed, likely to be lost by 
Moscow if war comes. ; 

Strategically, thus, Stalin is likely to 
look upon the conquest of Yugoslavia as 
a necessary prelude to a Russian invasion 
of West Europe. Without Yugoslavia, the 
left flank of a Russian Army moving into 
West Germany, France or Italy would 
be exposed to a counterattack. Through 
Yugoslavia, if Russia started all-out war, 


the Western Allies could strike at the 7 
vulnerable heart of Stalin’s empire in 7 


East Europe and the Ukraine. 

The defenses of Yugoslavia are 
strong in some respects, weak in others, 

Armed forces in being exceed 336, 
000. Estimates in Belgrade run as high 
as 700,000. These forces are organized 
into 30 divisions. U.S. military experts 
are confident that the Yugoslavs will 
fight if attacked. Even taking into a 


count the swift build-up of the satellite | 


armies, these experts give the Yugoslavs 
a better-than-even chance to defend their 
own country successfully against attack 
by the satellites. 

Adequate arms are lacking in Yugo 
slavia. Small arms are homemade and 
plentiful. But there is a shortage of 


tanks, artillery and planes. And Yugo | 


slavia’s arms industry cannot compete 
with the Soviet industries that are am- 
ing Hungary, Rumania, Bulgaria and Al 
bania. 

Man-power reserves are plentiful. 
There are about 18 million Serbs, Croats, 
Slovenes and other peoples in Yugo 
slavia. Many of them do not like their 
dictatorship. But virtually all of them 
would fight under Tito’s leadership if 
attacked by the satellites or by Russia. 
In a defensive war, Tito could put an 
army of more than a million fighting 
men in the field fairly quickly. 

The stronghold of Yugoslavia is the 
mountain mass that covers most of the 
country. About two thirds of Yugoslavia’s 
population, the best farm land and most 
of the manufacturing lie in the Danube 
plain. All of this might be surrendered to 
an invader in a retreat into the moun 
tains. There, with its back to the 
Adriatic Sea, the Yugoslav Army might 
hold out indefinitely against superior 


forces. This mountain area contains most « 


of the country’s steel mills, mines, sheep 
and forests. 
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WITHOUT YUGOSLAVIA 





As Stalin sees all this, Yugoslavia would 
not be a pushover, an easy conquest, even 
if it stood alone. But Tito has announced 
that, if attacked, he will appeal for im- 
mediate help from the United Nations. 
U.S. and British sea power controls the 
Mediterranean and could supply Tito’s 
Amy from the Adriatic and through 


) Greece. Italy’s fine airfields are natu- 


ral bases for the support of Yugoslav 


: forees by U.S. and British air power. 
| Stalin, as a result, must think twice, 


count the risk. 

Stalin’s strategy, so far, has been to 
build up the armed forces of the satellite 
countries in direct violation of the peace 
treaties that Russia, the U.S. and Britain 


| Signed three years ago. 


Bulgaria, at present, has about 195,000 


| men under arms and Hungary has some 









165,000. Under the treaties, these coun- 


3 tries are limited to armed forces of 65,000 
ORT | 
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As Stalin Looks West...... 


Stalin’s left flank is 
exposed if he attacks 
} Europe. Albania, only Soviet satel- 
the Mediterranean, is isolated. Route 
is closed; Greece is protected. Air, 
i land bases in Yugoslavia might be 
ailable to the West if Russia should 


WITH YUGOSLAVIA 


ATLANTIC 
OCEAN 


Stalin would be set for j 
a drive into Western 


Europe. Temptation for independent Com- 
munists to defy Moscow would be removed. 
Russia would have submarine and air bases 
on the Adriatic, access to the Mediterranean, 
a chance to cut across U.S.-British defense 
lines, isolating Turkey and the oil-rich 


Middle East. 


U.S. 5. R. 





men each. Rumania’s armed forces, lim- 
ited by treaty to 138,000, now are close 
to 300,000. Albania has about 50,000 
troops. All of these forces, armed, trained 
and, in the case of Bulgaria, actually offi- 
cered by Russians, are at Stalin’s com- 
mand. In addition, there are 120,000 
Russian troops in the area. 

Soldier for soldier, the combined forces 
of the satellite countries around Yugo- 
slavia outnumber Tito’s Army by about 
seven to four. The satellites have arms 
far superior to those used by the Yugo- 
slavs. But the Yugoslavs, if attacked, 
would fight with a will. Hungarian, Ru- 
manian, Bulgarian and Albanian soldiers 
would not be likely to do as well for 
Stalin and for their Russian officers. 

Stalin’s decision, thus, is up against 
hard facts about Yugoslavia. 

A war, if Yugoslavia could be crushed 
quickly, would enable Russia to outflank 


© 1951, By U. S. News Pub. Corp. 


Greece and Turkey. Russian submarines, 
based in the Adriatic, could challenge 
U.S. and British sea power in the Medi- 
terranean, threatening Europe’s oil sup- 
plies from the Middle East. And Russia’s 
own forces would be in position to invade 
West Europe. 

The catch, for Stalin, is that the U.S. 
and Britain are well aware of the threat 
to Yugoslavia, that Tito is prepared for 
a long war in his mountains. Attack on 
Yugoslavia, Stalin knows now, cannot be 
made without risking all-out war, a war 
on all fronts. 

Best guess, the guess of Western 
officials assigned to assess such matters, 
is that Stalin will not risk war now. War 
by blunder, if not by design, remains a 
possibility. But Tito and the U.S. have 
set a high price on Communist aggression 
against Yugoslavia, a price Stalin is not 
likely to want to pay. 
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WHY ALL 3 SERVICES ARE NEEDED 


AN INTERVIEW WITH ADMIRAL FORREST P. SHERMAN 


Chief of Naval Operations 








EDITOR’S NOTE: Can the U.S. defend itself 
with only a big Navy and a strong Air Force? 
How necessary are the millions of youths called 
to fill up the ranks of the land forces? Can Russia 
be held at bay by sea and air power? 

Arguments in recent months have centered 
around these and other questions dealing with 
the types of forces needed in an adequate national 
defense. 

Admiral Sherman, Chief of Naval Operations, 
was invited to the conference rooms of U.S. News 
& World Report to discuss these questions and 
others on military problems in various parts of 
the world. 








nl 


ADMIRAL FORREST P. SHERMAN, grandson of a 
whaling captain, heard the call of the sea early 
in life. He stood second in his Annapolis class, 
served abroad in World War I, trained as a naval 
aviator and held varied peacetime posts. 

In World War II he commanded the carrier 
Wasp when it was sunk by a submarine, and was 
right-hand man for Admiral Nimitz in the Pacific 
war. 





Admiral Sherman was one of the drafters of the 9 


Unification Act. He was commanding the Sixth 
Task Fleet in the Mediterranean when he was 
called to Washington in 1949 to become Chief of 
Naval Operations. He is 54. 








Q Admiral Sherman, do you think you can draw a 
line of demarcation today between sea power and 
land power and air power, and treat them as three 
separate, autonomous factors in war? 

A I don’t see how you can draw any sharp line be- 
tween sea power and air power. I have spent nearly 30 
years working in both at the same time. I don’t see 
how you can separate what you might call “land 
power” from air power. Certainly one gets nowhere 
without the other. I don’t see how you can separate 
land power from sea power unless you’re going to de- 
fend yourself on your own continent. I think we have 
to talk about the military power of the United States, 
and get away from being too compartmented. 

Naval strategy, in its broader sense, has always in- 
volved the use of troops as well as ships, military posi- 
tions on shore as well as fleets deployed at sea, and 
the co-ordination of naval action with military and 
political action as well. It seems to me that the time 
has come to talk in terms of national strategy involv- 
ing all elements of our national strength, rather than 
in terms of power in only one or two elements. 

Q When you speak of air power being tied in to 
land power, do you mean in the support that bases 
and overseas stations have to give to land power? 

A I think it has been demonstrated that an army 
in the field cannot achieve the best results unless it is 
aided and supported by air. Certainly air cannot be 
maintained without antiaircraft artillery to defend its 
bases, without ground troops to defend its bases, or, if 
the air power is overseas, without sea power to project 
the air bases overseas and sustain them there. 

Q Isn't the impression that air power can act inde- 
pendently based upon the belief that there are 


bombers now that can fly from our continent to an- 
other continent and back? 

A If you try to survive with nothing but the re- 
sources of North America against the combined re- 
sources of the rest of the world—that’s what you 
would be coming to if you go to the thesis of nothing 
but intercontinental air warfare—lI believe that in the 
long term you would be doomed to defeat. 

Q Suppose you had sea and air combined—that 
seems to be the new conception— 

A I doubt that we can sustain the allies that we 
must have, unless we are prepared to exert a balanced 
effort. I refer, of course, to collective balance. To the 
degree that your allies can contribute locally any of 
the components in the required over-all military ef- 
fort, we can concentrate on the other components, but 
in the long run, if we are going to have allies and 
other nations friendly to us, those nations will have to 
be defended by the combined efforts of regional or- 
ganizations, such as the North Atlantic Treaty Or- 
ganization, the Inter-American Defense Organization, 
and their defense will have to be accomplished by the 
required combination of military effort in all three 
spheres. 

Q We would have to supply troops as well as ait- 
planes and pilots? 

A Each situation will have its own requirements. 

Q Should our air power be possibly considered in 
two phases—the initial phase of a war, where the long- 
range intercontinental bombers inflict immediate re- 
prisals, and then the second phase, which would be 
conducted from shorter ranges and overseas bases—is 
that part of the general concept? 

A Well, viewing the world’s strategic situation , 
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broadly, it would seem to me that our national secu- 
rity must involve several concepts. Being surrounded 
by great oceans we must control those oceans, make 
sure that we can use the sea, and make sure that war 
cannot be brought to us by sea. Then certainly we 
must have an adequate air defense of the United 
States and we should have the capability of prompt 
and severe retaliation by air in case of attack. But 
ability only to retaliate is not enough. If we concede 
that we need the support of allies with whom we have 
entered into a regional pact and to whom we have 
made commitments, then it seems clear that we must 
stand ready to assist them in a way which gives them 
a chance of survival. Pounding an aggressor at long 
range cannot be the whole answer. 

Q There is some talk now of our being strong at 
home and probably maintaining Britain, Spain and 
North Africa, and forgetting Europe. Would that con- 
cept—that is, drawing back from Europe presumably 
because we couldn’t defend it anyway—be logical 
from the point of view of sea power? 

AI think the British have long believed that the 
survival of the United Kingdom required that no un- 
friendly nation be on the opposite shore of the English 
Channel. 


U.S. Interest in Western Europe 
Q Haven't we as a nation always felt the same way 
about Western Europe, too? That is, that we shouldn't 


= have an unfriendly power controlling all of Europe 
| opposite us? 


A We should remember the days of 1940 when the 
total strength of the Axis navies was greater than the 
strength of our Navy, and the total ability of the ship- 


| yards of Western Europe to produce ships was greater 


than the ability of our shipyards to produce ships, 
and we felt that if all of Western Europe were over- 
tun, and if the British Fleet were removed from the 
balance of power we would then be on the weaker 
side, even in terms of sea power alone, and the 


Axis powers with control of all Western Europe in 


| time might outbuild us, and achieve control of the 
© Atlantic. 


Q But isn’t one theory now that air power could 


keep their factories reduced over there so that they 
couldn’t use them to build up their armament? 


_s 
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A The difficulty with that theory is that the dis- 
tance is the same westbound as it is eastbound. 
Q You mean they have planes, too, and they could 


) furt our industry as well as we could hurt them? 


A It seems to me that the security of the United 
States lies in keeping war as far as possible from 


) home. 





Balanced Forces Essential in War... Only an Army 


Can Occupy a Country . . 


. Navy’s Power in Korea 


Q Does that require occupation of territory or hav- 
ing friendly armies to keep back potential enemies? 

A It certainly requires the ability to project our 
military power overseas into the areas that are selected 
by us, and in the form that is required by the particu- 
lar situation. 

Q Well, in Europe, would that include land troops? 

A At the present time purely military reasons re- 
quire that it include a certain proportion of troops. 
Psychological reasons also require that it include 
troops. 


Need for Support of Allies 

Q So that we probably wouldn't be wise to depend 
upon just our Navy and Air Force? 

A We might depend on the Navy and Air Force in 
the s. ort term, but in the long term our security re- 
quires the maintenance of a free world, which in- 
cludes countries on the other side of the Atlantic. 

Q Do we need allies? 

A I believe so. And if we want them we must pre- 
pare to support them resolutely. 

Q And we need an army, then—a big one? 

A Yes, of course we need an army—a much larger 
peacetime army than we have maintained in recent 
years. 

Q In other words, we couldn't get along with air 
power and sea power alone? 

A We need a balanced force, with the proper pro- 
portion of air, sea and ground elements. 

Q As a matter of fact, in the pursuit of your enemy 
in modern warfare, can you actually achieve suc- 
cess with any two components, or would it require all 
three? 

A It is very dangerous to rely on an unbalanced 
force. Curiously enough, when you have an unbal- 
anced force, it’s usually the soldier who gets hurt. 
During my service command in the Mediterranean re- 
cently I made a very thorough study of the Battle of 
Crete, in which the Germans had an army, and an 
air force, but no significant naval force, while the 
British had ground troops and a fleet but practically 
no air. The net result was that the German soldiers 
were slaughtered in great numbers by the British 
ships as they attempted to cross from Greece to 
Crete. On the British side, the British soldiers re- 
ceived heavy casualties because of a lack of air cover. 
The lesson seems to be that, when you have un- 
balance, the doughboy is more apt to be hurt than 
anyone else. 

Q But, from the point of view of winning victory, 
there is no way, realistically, whereby an air force can 


(Continued on page 26) 





















... ‘Mediterranean offers means of exerting military power’ 


occupy a country or a navy can occupy a country, is 
there? Haven't you got to have sufficient troops to oc- 
cupy and to defeat the enemy on the ground? 

A I think that our own history will prove that. You 
will recall that after the battle of Manila Bay our 
Asiatic Fleet had to remain at anchor and wait for an 
army to arrive before operations could be initiated. 

Q And then in World War II in the Pacific, you 
had to have troops to take these islands, didn’t you? 

A In the Pacific war we found that every operation 
called for a combination of land, sea and air forces to 
achieve victory. 

Q You were chief of staff to Admiral Nimitz dur- 
ing what period? 

A I was Admiral Nimitz’s deputy chief of staff from 
November, 1943, until the war was finished. 

Q So that you were in on the planning? 

A Under Admiral Nimitz I was responsible for the 
planning of the Central Pacific campaign. 

Q That included all the island campaigns and the 
later campaign in Okinawa, and you would have been 
a part of the planning of the invasion of Japan if that 
had been consummated? 

A I worked very hard on the plans for the invasion 
of Japan. 

Q Did you contemplate in that invasion that we 
could do it with sea and air power alone? 

A No. 

Q Has it ever been recorded how big an army we 
thought we might need for that invasion, roughly? 

A It involved all the troops that General Mac- 
Arthur and Admiral Nimitz had been using, plus a re- 
deployment of troops from the European theater. 

Q Approximately how many ground troops do you 
think that would have involved? 

A Over a million. 


Did the Atom Bomb Defeat Japan? 

Q Would you say that the atom bomb dropped 
from the air won the final victory, or would you say 
that a serious weakening of Japan was accomplished 
by sea, land and air, preceding that? 

A I think that the end of the Japanese war was 
brought about by the destruction of the Japanese 
Fleet, destruction of sea communications—in which 
our submarines figured very importantly and also our 
air—the complete isolation of Japan so far as sea com- 
munications went, the damage that was done to Japan 
by air, and the threat of an invasion. After the fall of 
Saipan and the fall of Okinawa, it was certainly ob- 
vious that the tide of war was headed for the main 
Japanese islands. 

Q In other words, here was an island empire with 
lots of island and you conquered the islands with 
ground troops, and forced them into a corner in their 
own homeland, and then sea power blockaded and 
starved them? 

A They were cut off by sea power—or rather by the 


action of ships and aircraft—aircraft figured very im. 
portantly in the destruction of Japanese shipping, 

Q Applying the same reasoning to Europe, we had 
there not an island enemy but an enemy with a large 
land mass like Germany, and we had to land and use 
in the Normandy invasion, large numbers of ground 
troops, plus air, plus the sea blockades. That was 
the pattern of the last war. Now bearing in mind that 
pattern, would you say the situation has changed, in 
any particular, so far as Europe is concerned? 

A Well, it has changed in detail, but not in prin- 
ciple. In principle you still require the combination 
of land and sea and air action. 


What Navy Could Do to Europe 

Q But an enemy which controls the whole land 
mass of Europe couldn’t very well be blockaded as 
Japan was blockaded, could it? 

A Not if one power controlled the whole Eurasian 
land mass, no. On the other hand, there are certain 
coastal communications that are quite vulnerable to 
action from the sea. 

Q Even in the case of the largest power? 

A Yes. 

Q Is the Mediterranean an important defense per- 
imeter, from the Russian standpoint—is it a vulner- 
able point for them? 

A Russia is not in the Mediterranean now. The im- 
portance of the Mediterranean is that it is an avenue 
by which naval, air and ground forces can be pro- 
jected deep into the heart of the great land mass of 
Europe, Asia and Africa. It is important because it 
offers a means of exerting our military power readily 
in any of the Mediterranean countries where we 
choose to exert it. It is also important as an essential 
line of East-West communications with the Middle 
East and because it covers the southern flank of the 
European peninsula. 

Q Isn’t it being assumed pretty generally that the 
need for land armies has only to do with the march | 
across the main continent, from Russia across to | 
France? Wouldn't land armies also be able to deploy 
or operate from the Mediterranean countries? 

A The importance of being a very strong sea and 
air power is that we can take relatively small numbers 
of troops and we can deploy them in areas of our own 
choosing, where, in their relatively smaller numbers, fj 
they can be most effective. The selection of such 
areas calls for a great deal of judgment. I think if you 
examine the history of the wars between France and | 
England you will find that England as a sea powef 
used at will small numbers of troops very effectively 
in many areas where they could be moved, landed and 
supported by sea, even though in the Continent there 
was an overwhelmingly strong land power. The intro- 


duction of air has complicated the problem, but it 7 


hasn’t changed the underlying principles. 
Q You spoke a moment ago of using the Mediter- © 
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ranean tO project air, land and sea power into two 


continents. Does that mean long-range Navy bomb- 


nb? 
ng: we 
a No, I had in mind that because it is a sea area, 


you can move troops, including ground components 
of the air force s—these can be moved to the Mediter- 
ranean littoral, as well ‘as to the Atlantic coast of Eu- 










rope. : ; 
Q Isn't there a good deal more emphasis being 


given today to the possibility of land operations being 
confined to the area of Germany and France with 
much less thought being given to the possibility of 
§ and operations coming up through what is called the 
underbelly of Europe? 

A I think that the possibility of fighting in Central 
@ Europe is more apparent. The history of these matters 
9 js that wars tend to spread and become global in char- 
acter. I think it would be a mistake to assume that 
awar which started in one area would end in the same 
area. The Seven Years’ War of the eighteenth cen- 
tury, for example, started between the British and 
* French in the vicinity of what is now Pittsburgh. It 
spread to Canada and the West Indies and then 
pretty well around the world. There was fighting in 
Europe, on the West Coast of Africa, in India and in 
the Philippines. 

Q In any planning of military operations for the 
security of this country and its allies, would you say 
that we’ve got to be thinking flexibly in terms of land 
armies as an essential part of our operations—is that 
the sum-up of your view? 

A Yes. The security of the United States requires 
"that we have a good army and that our forces be so 
proportioned that we can operate a balanced force 
wherever it is required. 
= Q By balanced force you mean a combined force, 

do you not? 

A I mean a force of all arms. 
































Regional Defense of North Atlantic 

Q Is it better to have a force in Europe while you 
hold Europe, or while you have friendly nations there, 
or to let Europe be overrun and then try to retake 
the area later? 

A It would be much better to defend Western Eu- 

mfope than to let it go and to have to recapture it— 
better for us and exceedingly much better for Western 
Europe. 
Q Well, from a strictly military point of view, 
given the defense of Europe and given the defense of 
the United States, is it your view that the two things 
are interrelated? 

A I think that they can definitely be combined into 
#2 problem called the defense of the North Atlantic 
eregion. 

Q And all our thinking is in terms of the North At- 
Wantic region, up to now at least, rather than just the 
WJefense of the United States? 




































‘Better to defend Western Europe than to let it go’ 






A Certainly we have devoted a good deal of thought 
to the defense of the North Atlantic region because of 
a doubt that we could make the United States secure 
without making the whole region secure. Of course, 
we have a similar problem in the Pacific, but less 
acute, because of greater distances. 

Q Speaking of attack on the United States from 
other countries, would you say that the territory of 
the U.S. is definitely subject to attack by air and by 
sea by planes and guided missiles from submarines? 

A In theory, yes. But in practice there is the ques- 
tion of scale of attack. 

Q But definitely the military man conceives of the 
United States as being subject to attack by air—there 
is no question about that, is there? 

A The possibility of an attack on the United States 
by air is great enough now to necessitate the creation 
of an adequate air defense, and the prospect is that the 
exposure of the United States to air attack will in- 
crease as the performance of airplanes increases. 

Q So that while there is no threat to us from an 
army coming 3,000 miles, airplanes can easily come 
3,000 miles—is that the essential difference between 
this and the situation we faced in World War II? 

A. Yes: 


Difficulties With Enemy Bases 

Q If that’s the case, is there any defense concept 
better than trying to get at the operating bases from 
which the enemy planes come? 

A Certainly we should keep those bases as far away 
from us as possible. Similarly, we should keep sub- 
marine bases as far away as possible. The most diffi- 
cult times we had with submarines in the Atlantic in 
World War II were in the period when there were 
enemy submarines in the Bay of Biscay on the Atlan- 
tic Coast of France. It is very necessary to keep enemy 
air bases and submarine bases as far away as possible. 

In that connection, the air-defense problem, and 
the antisubmarine problem have certain points of sim- 
ilarity. The worst place to protect a ship is where the 
ship is. The worst place to protect a convoy is at the 
convoy. The worst place to protect a city from air at- 
tack is at the city. The best place is at the bases from 
which the airplane or submarine comes. The next best 
place is en route—the worst place is at the target. 

Q To get at those bases you've got to capture them 
or intercept at the bases? 

A We should prevent our enemies from getting 
bases nearer to us. 

Q In getting at the enemy’s bases, then, you have to 
use sea power, air power and possibly land power? 

A To accomplish the desired result calls for a com- 
bination of all three elements. 

Q In the Korean war, we use all three, but for a 
brief time there was an impression that we could use 
two—and the first few days we did use sea and air and 


(Continued on page 28) 
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then supplemented our action with land troops. Now, 
why was it not possible for sea and air to win the 
Korean war alone? 

A Air attack and naval gunfire alone will not drive 
determined soldiers out of an area. When they’re 
properly dug in and properly dispersed, they can stay 
and fight. Certainly that was our experience in the 
Pacific war, where we poured into small islands terrific 
quantities of naval gunfire and terrific quantities of 
preliminary bombing, and yet when the assault troops 
hit the beach they always found important fighting 
to do. 

All the way across the Pacific we demonstrated that 
naval gunfire and bombing and strafing can do great 
damage to troops that are dug in on shore, but still 
not destroy them completely. 


Enough Troops to Do the Job 

Q I think in the popular argument it is agreed that 
there should be land fighting, but the argument rather 
turns on whether we as a nation can minimize partici- 
pation in land fighting abroad. The argument is that 
Great Britain, with control of the seas and a few sol- 
diers, dominated much of the world for a long time. 
An analogy is drawn that we can do the same. Is 
there a difference between our position and that of 
Britain? 

A No, I don’t think there is, in principle. For in- 
stance, in the Napoleonic Wars the British carried on 
a rather protracted campaign in Spain. 

Q Did they use many troops? 

A Yes. 

Q The theory is that Britain got along without a 
large army, and that we therefore can get along with- 
out a large army— 

A But Wellington had a large army under his com- 
mand in the battle of Waterloo. 

Q They weren't all English— 

A There were enough British troops at Waterloo 
both to inspire their allies to fight, and to take their 
own part. 


Growing Importance of Carriers 

Q Is there any shift in emphasis in the Navy itself, 
for instance, away from battleships and toward car- 
riers, as a result of the way things are going now? 

A I can answer that best with some statistics as to 
where we were in 1940 and where we are now. In 1940 
we had in commission 15 battleships and 6 carriers of 
various sizes. The program we are now engaged in 
calls for building up to 27 carriers of various sizes and 
only 3 battleships. 

Q We are pulling battleships out of “moth balls,” 
apparently. Is there still a place for them in the fleet? 

A Yes, but they are used for rather specialized pur- 
poses now. It is now pretty generally accepted that the 
aircraft carrier is the “ship of the line” and the core of 
naval offensive power, which is the place that 





... “Definite prospects of Navy using atomic weapons’ 


was held by the battleship in World War I but 
which passed to the aircraft carrier during World 
War II. 

Q General Collins has spoken several times about | 
the possibility of developing atomic artillery, Js there 
any prospect that the Navy could use atomic artillery 
—turn the 16-inch guns into guns that will shoot 
atom shells? 

A There are very definite prospects of the Na 
using atomic weapons for naval purposes. 

Q Are you speaking of missiles or conventional | 
weapons? 

A Of missiles. 

Q The Navy has planes now big enough to carry 
atomic bombs—the old-style atomic bombs—and ji _ 
also has carriers that could handle those plane” 
doesn’t it? So that in the event of war, the Navy «© 
well as the Air Force would be able to deliver th 
atomic bombs within a certain range? 

A We will be able to deliver atomic bombs, if re. 
quired to. 


vy 





Q So atomic energy is now diffused in all three 
services, in the use of weapons? 

A It definitely has become possible to develop 
tactical applications of atomic weapons. I think that 
in the future you will find all the services prepared to 
use those applications. 


i 


How Navy Would Use A-Weapons 

Q What would “tactical application’ be so far a 
the Navy is concerned? 

A Destruction of a submarine base might be an ex. 
ample. 

Q You could cover the landing of troops, too, tac- 7 
tically? ; 

A Yes. 

Q And you could use the power of the atom to run 
submarines or ships, couldn’t you? 

A We’re making good progress in that direction 7 

Q It’s pretty generally recognized that Russia sinc 
the war has been concentrating her naval effort in the 
development of a large fleet of submarines. What) 
would you say about the progress that we have mad 
with antisubmarine measures? 

A We have made great progress in our developmen 
of countermeasures against submarines; the equip-7 
ment that we use, the weapons we use, are much bet- 
ter than they were. New equipment has been if 
veloped which we are putting into our destroyers. On 
the whole, our ability to cope with submarines is im- | 
proving. On the other hand, there is always the other 
side of the shield, which is the rate at which the capa 
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bilities of the submarines develop. 


Q Are there new methods that have been devel: § 
oped, or is it a matter of getting the teamwork? 

A We’ve developed new equipment over the past) 
five years. Also we have learned to use it. q 

Q Last year, wasn’t the whole fleet “sunk” if” 
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maneuvers by theoretical enemy submarines in spite 
of the best equipment developed? 

A No. However, if a submariner didn’t believe that 
submarines were capable of sinking a whole enemy 
fleet, he would not be as enthusiastic as he should be. 
On the other hand, if the people who operate the sur- 
face ships don’t feel that they can accomplish their 
mission in spite of submarines, they’re not as enthus- 
iastic as they should be. It is a mistake to accept zeal 
and enthusiasm as completely factual. 


Progress in Scientific Research 

Q What would you say about the progress we’re 
making in all three services in the field of invention 
in military science? 

A I think we’ve made great strides. We’ve had a 
quite well co-ordinated program. We have converted 
some of our development projects into hardware and 
into useful supplies of weapons, and others are still 
in the development stage. I consider that the money 
we have invested in research and development has 
been well spent,and we’re better equipped as a result 
of it. 

Q Are we too gadget-minded? 

AI think not. As far as I know, the responsible 
senior officers in the services are thoroughly aware of 
the ultimate importance of personnel, that gadgets do 
not replace personnel. I’ve recently been asked a great 
many times how long it takes to take a carrier out of 
“moth balls” and get it operating. The real answer to 
that is the length of time it takes to assemble the crew, 
and to train the crew to operate the ship. Personnel is 
the governing consideration in making divisions and 
armies, in making ships and fleets, and also in making 
air squadrons. 

Q During World War I, when the country was 
frightened by the submarine menace, scientists and 
inventors went to work to try to find something to de- 
tect the submarine—detection was the great objective. 
Is it possible to describe some of the objectives today 
—is science seeking a way to intercept the plane that 
is coming to attack us? 

A The development both against aircraft and 
against submarines falls into two fields. One is the lo- 
cation and the other is the destruction. 


Improving the Proximity Fuse 

Q The proximity fuse, which was used widely in 
World War II, has often been discussed as one of the 
inventions that revolutionized World War II’s opera- 
tions. Would you say that the proximity fuse still has 
great value? 

A It’s an essential device. 

Q Can it be said that it has been developed for 
greater usage—that there have been improvements 
made in it? 

A It has been improved. 
Q Do you think that guided-missile ships may re- 
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place the aircraft carrier as the main “ship of the 
line’ within the next five or ten years? 

A Probably not within the next five or ten years. It 
may eventually, but that’s getting pretty far into the 
realm of speculation. I think that the use of guided 
missiles in naval warfare will increase steadily. 

Q Can you visualize the type of warfare in which 
a guided missile could be useful if we had war, say, in 
the immediate future? What part would the guided 
missile play in the general strategy—helping to inter- 
dict, helping to reduce bases? 

A Guided missiles, of course, fall into a great many 
categories—for example, air defense missiles, missiles 
to be used from one airplane against another, and 
longer-range missiles which in effect are long-range 
artillery. The time may come when long-range mis- 
siles of considerable size will begin to replace bombers. 

Q Is it possible that guided missiles are so far 
along in their development that the Navy will be un- 
able to operate within a range of, say, 100 to 150 miles 
of enemy land bases on account of guided missiles— 
can they be made that accurate within the next few 
years? 

A No. . 

Q Are they active enough to be a menace to navies 
—those missiles in the hands of the enemy? 

A Well, guided missiles are just another type of 
weapon that we will have to resist. The more they 
develop the more of a problem they will be, but I do 
not think they will be a controlling weapon at any 
time in the near future, insofar as the operations of 
ships are concerned. 


Tactical Answers to Atom Bomb 

Q How vulnerable would the fleet be to an atom- 
bomb attatk in an amphibious landing such as the 
Normandy landing in the last war? 

A The enemy’s possession of atomic weapons forces 
the necessity for a greater degree of dispersal. 

Q Would that dispersion have to be of such an ex- 
tent that it might jeopardize the success of landings? 

A I think not. The tactics of amphibious operations 
have usually been able to respond to the character of 
the weapons that confronted them. I think that will 
continue. It is inevitable that tactics will conform to 
the situation and take into account the weapons that 
the enemy has. 

Q Won't it be necessary, if the enemy possesses 
guided- missile bases, to capture those bases by a com- 
bination of sea power, air power and land power—to 
get at them if guided-missile bases are very extensive? 

A We had an example of that in World War II, 
when the existence of bases for V-1s and V-2s had a 
pronounced influence on the requirements for land 
operations on the Continent. 

Q In other words, air power was not able to reduce 
those, apparently? 

(Continued on page 30) 
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A It accomplished a lot but couldn’t deliver 100 
per cent results. To get 100 per cent results on the 
ground usually requires action on the ground. 

Q How soon will we get the big new carrier? 

A I would estimate that as a three-and-a-half-year 
job. 

Q In the meantime we will be dependent on World 
War II carriers, largely, won’t we? 

A We will be dependent on World War II carriers, 
so the program of modernizing the World War II car- 
riers is of primary importance. 

Q For this new carrier, can the keel of the United 
States be used? 

A Nothing from the United States is useful in the 
new carrier, except certain design features. 

Q Would you say that, in the interval that has 
elapsed, you have learned some new things that will 
make this a better carrier than the other would have 
been? 

A I think so. 

Q Has the idea of a flush deck been abandoned? 

A There is a great difference of opinion in the Navy 
about the desirability of a small island vs. the desir- 
ability of a flush deck. 

Q Now that the Joint Chiefs of Staff have carried 
on in the postwar period for at least five years, can you 
say that the co-ordination or the joint planning has 
undergone great changes from what it was in World 
War II? 

A Yes, I think since World War II the work of the 
Joint Chiefs of Staff and the Joint Staff has improved 
greatly. There are more and more officers who un- 
derstand the problems of all the armed services. At 
the top level I think there is a greater understanding 
of the problems of the other services. I can assure you 
that even during the short period of timg that I’ve 
been here there has been a steady improvement in 
the functioning of the Joint Chiefs of Staff and the 
Joint Staff. 


How Joint Command Works 

Q Would you say the Joint Chiefs of Staff function 
now to some extent as an operating agency? 

A The Joint Chiefs of Staff were never an operating 
agency in the accepted sense of the term. Our duties 
are laid down by law and have to do with military 
advice to the President and the National Security 
Council, with strategic direction of operating forces, 
preparation of plans, and the allocation of forces to 
the various field commanders. 

Q So that the joint operations today are theater-of- 
command operations, and the Joint Chiefs are con- 
cerned with strategic planning rather than operations? 

A Strategic planning and strategic direction. 

Q So that in the Far Eastern theater there exists 
at the moment the only joint operations we have? 

A The only joint operations in combat—but of 
course we have a series of unified commands. Admiral 
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Radford has a very important one in the Pacific Com- 
mand which, among other duties, has to support the 
Far East Command. We have a unified command ig 
Germany, one in the Atlantic, a unified command jg 
the Canal Zone, a unified command in Alaska, and 
several other unified commands under the Joint Chiefs 
of Staff. 

Q And the designated commander, whether he be 
an admiral or general, is the representative of the 
Joint Chiefs? 

A He exercises command under the Joint Chiefs of 
Staff and commands elements of all three services, 

Q Is it regarded as important that Formosa be kept 
out of the hands of unfriendly nations? 

A I consider it important. 


Defense Line in Far East 

Q Would you say that the defense line of this coun- 
try extends to Far Eastern waters, so far as the se- 
curity of the United States is concerned? 

A I think the security of the United States requires 
that we be able to control the Pacific and prevent any 
action in the Pacific, by any unfriendly power, which 
would impair our security. 

Q Particularly from overseas territories that might 
be occupied by an enemy? In other words, the absence 
of an enemy fleet in the Pacific doesn’t diminish your 
task, does it? 

A The Pacific Fleet has been kept pretty busy right 
in the Far East even though there has been very little 
hostile naval action. 

Q What about the impression that the Navy wouldn't 
have been able to accomplish the landings at Inchon 
or the operations on the East Coast of Korea had there 
been present a hostile air force or a hostile navy? 

A We would have accomplished them, but with 
more difficulty than we actually experienced. 

Q Do you make that statement on the basis of any 
particular incident in World War II, where we had the 
hostile navy and the hostile air force present? 

A We had a hostile navy and hostile air forces all 
the way. 

Q At Okinawa? 

A At Okinawa, at Iwo Jima, in the Philippines, we 
had them both. 

Q But you don’t consider that the presence of a 
hostile air force or a hostile navy necessarily prevents 
us from landing troops and carrying on land, sea and 
air combination operations? 

A It makes it more difficult, but it certainly doesn’t 
make it impossible. . 

Q At what distance inland would you say that the 
Navy’s operations have made land operations hazard- 
ous for the enemy in Korea? 

A All the way across the country. We’ve been 
bombing West Coast ports from carriers in the Sea of 
Japan and we’ve bombed the East Coast ports from 
carriers in the Yellow Sea. 
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Q Well, I meant for land operations along the sea- 
coast—how about bombardment of coastal points? 

A Well, right up to the limit of naval gunfire. 

Q You can protect and destroy coastal communica- 
tions at least 15 miles inland and the carriers can 
destroy communications farther inland? 

A Yes, carrier aircraft have ranged all the way 
across Korea. 

Q But your naval gunfire has made it difficult for 
the enemy to keep the troops on the coasts of Korea 
and forced the fighting into the center? 

A It covers the whole coast. 

Q You've never had any question about blockading 
the northern area of Korea? 

A We blockaded it in June and it’s been under 
blockade continuously. 

Q How far up do you go? 

A The whole coast is under blockade. 

Q Up to the Yalu River? 

A Yes. 

QIs there any Russian navy around Korean 
waters? 

A The blockade is a United Nations operation but 
there are no Russians participating in it. 

Q Is it possible that a lot of the recent gossip about 
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the Army’s not doing well in Korea might have been 
based on initial operations with raw troops? 

A At the beginning of the fighting in Korea we had 
occupation divisions at half strength and had to send 
them into action. They’re still in there. They’re still 
fighting and they seem to be doing pretty well. Their 
morale and conduct and training and discipline have 
improved steadily. 

I believe that, when adequately trained, our soldiers 
are superior to any soldiers anywhere. However, they 
cannot be made ready without training. The United 
States Army is entitled to the full support and full 
confidence of the country for which it fights. The 
morale of an Army normally reflects the morale of 
the country. 


Optimism Over Korea 

Q How do you feel about the long-range view of the 
Korean operations—in a tactical or a strategic sense? 

A Our Army is giving a good account of itself and 
will continue to give a better account of itself, and I 
think the Chinese are being punished terribly. What- 
ever the next move the Chinese make, I think it will 
be the result of their feeling that this is a bad show, 
that they’ve got to do something different, do some- 
thing to change the unhappy situation they find them- 
selves in. 

Q Has the napalm bomb been a very important 
factor in our advance, recently? 

A It’s been a very effective weapon in Korea. 

Q Does the Navy use it, too, or only the Army Air 
Force? 

A The Navy and Marine Corps used it very ex- 
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tensively in World War II, and more recently in Ko- 
rea. 

Q With respect to Korea, would you say as a mili- 
tary man that Korea is of vital importance to Russia 
and Communist China, the Communist world—that 
it is important to them strategically to hold Korea? 

A I don’t think that Korea in the hands of only the 
Koreans is very much of a threat to the Russians or 
the Chinese. I don’t think Korea in the hands of only 
the Koreans would be much of a threat against Japan 
or against ourselves. 

Q But, conversely, the possession and occupation 
of Korea by a power unfriendly to us would be a 
menace to us? 

A Occupation of Korea by forces unfriendly to 
Japan would be a menace to Japan or to anyone 
charged with the defense of Japan. 


Effectiveness of Blockade 

Q Has there been any naval interdiction of enemy 
supply lines to Korea? 

A A naval blockade of Korea was established in 
June. It has been almost completely effective and has 
been respected not only by the nations who have been 
fighting in Korea, but also by the Russians. It’s a 
United Nations blockade, and as far as I know it has 
been respected by all the members of the United Na- 
tions. 

Q Admiral, we’ve talked about land forces, air 
forces and sea forces. There is one force often de- 
scribed as a “‘mobile force’’—do you see in the future 
picture of our strategy a more important place for 
such a mobile force—the Marine Corps—than it has 
had before? 

A It is pretty generally believed that the Marines 
are an indispensable part of the naval service. I cer- 
tainly believe, in connection with my own responsi- 
bilities, that we must have a strong fleet Marine force 
in each fleet. It must include not only its ground ele- 
ments but also its own air elements. I think the 
effectiveness of such force has been demonstrated once 
more in Korea, as it has many times before in the 
existence of the Marine Corps. The Marine Corps is a 
necessary part of the naval service. 

Q The President has said we have now in the armed 
services about 2.5 million men, and the goal is 3.5 
million. What is the Navy’s share in that figure? 

A The present program involves something over 
800,000 officers and men in the Navy and around 200,- 
000 officers and men in the Marine Corps. 

Q Can you tell us, Admiral, very briefly, what the 
Navy’s Reserve policy is now? 

A Our program is to call only those we need and to 
try to let them know well in advance when they are to 
be called up. However, our program is only as good as 
the assumption on which it is based. It is based on 
carrying out the planned program of expansion and 
not having an increased emergency during that time. 








FEBRUARY 23, 1951 





© 1951, By U.S. News Pub. Corp. 


31 














WITH VASTLY INCREASED MANUFACTURING FACILITIES 


Willys-Overland 


IS WELL PREPARED TO MEET THE CHALLENGE OF THE FUTURE | 


TEN years ago Willys-Overland de- 
livered to Camp Holabird, Md., a pilot 
model of what was to become a basic 
transport and combat vehicle of the 
United States Army—the now world- 
famous military vehicle often called the 
‘Jeep’. 

During the next five years, Willys- 
Overland produced 368,714 of these 
vehicles for the armed forces. This pro- 
duction, together with a large volume of 
other armament items, made Willys- 
Overland one of the Government’s 50 


largest suppliers during World War II. 


A Decade of Progress for W-O 


During the five years since the war’s 
end, Willys-Overland has maintained a 
high level of production with a line that 
has earned a name as ‘“‘America’s Most 


Useful Vehicles’”—the Universal ‘Jeep’, 





Willys Station Wagons and Willys 2- and 
4-wheel-drive Trucks. 

In the last half of this decade of pro- 
gress, Willys-Overland has produced 
479,507 of these vehicles. During the 
past year, the 250,000th Universal ‘Jeep’ 
rolled off the line. 


Utility Line a World-Wide Success 


The success of these W-O vehicles, 
both in this country and in the many 
foreign countries to which we export, 
can be attributed to their common func- 
tion of utility and their economy of oper- 
ation. Willys-Overland is the world’s 
largest maker of 4-wheel-drive vehicles, 
and the 1950 demand for these vehicles 
far exceeded our scheduled production. 
The all-steel station wagon, pioneered 
by W-O, continues to be the industry’s 
largest selling double-utility vehicle. 
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$173,000,000 Backlog of Orders 

Despite an accelerated rate of produc- 
tion during the past six months, Willys- 
Overland had a backlog of orders, as of 
December 31, for civilian and military 
vehicles which totaled $173,000,000. 
This is a production challenge which 
Willys - Overland is well prepared to 
meet, for the W-O organization numbers 
more than 10,000 experienced workers 
and manufacturing facilities have been 
expanded in size and raised to a high 


level of efficiency. 


A Larger, Better Equipped Plant 
In the past five years, Willys-Overland 
has invested over $35,000,000 to im- 
prove and expand its plants and equip- 


ment. Completion of its large stamping 





plant —involving an expenditure of 
$6,000,000 — enabled Willys-Overland 
to concentrate all body building opera- 
tions in Toledo in 1950. Technical pro- 
gress and new machines in other de- 
partments have resulted in increased 


efficiency of production. 


Willys-Overland enters the critical 
period ahead with a production potential 
geared to any foreseeable demand. Our 
first and foremost consideration must be 
the needs of our country’s defense plans. 
At the same time we are mindful of the 
utility of our vehicles in agriculture, in- 
dustry and personal transportation and 
we will continue to produce them fo the 
extent possible within the framework of 


national policy. 


Highlights of Progress from Willys-Overland’s Annual Report 


For the Fiscal Year Ended September 30, 1950 
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>> If Soviet Russia's intelligence experts are on the job, they are reporting 
to Joseph Stalin a remarkable outburst of warnings from the United States. 

What the warnings say to Stalin is as plain as can be: "Don't Start any more 
‘local' wars, any more Koreas. This means no invasion of Yugoslavia, among 
others. Next war won't be ‘local.' It will be world war, and will hit you." 

Starting in Washington, these warnings are coming to light in places like 
Belgrade and Istanbul, as well as in London, Paris and Rome. 

What warnings reveal is a significant change in U.S. diplomacy from a year 
ago when U.S. was publicly pulling in its horns, telling Russia that Korea was 
of no strategic importance to the U.S., inviting Russia to walk right in. Now, 
U.S. diplomats sing a very different tune, and hope Stalin is listening. 






























>> Chances are Stalin is listening, fully understands hints like these: 
In Belgrade, long private conferences of a high U.S. official with Marshat 
Tito, Premier of Yugoslavia. In Istanbul, gathering of U.S. diplomatic, naval 
and air officials. In the Eastern Mediterranean, U.S.-British naval maneuvers 
in considerable force. In London, Paris, Rome, sharp increases in arms budgets. 
Stalin, without having to look hard, can add to these items the return of 
General Eisenhower to Western Europe as Supreme Commander, the rising tempo of 
U.S. mobilization, the Communist casualties in Korea. Altogether, they make up 
an impressive collection of warnings to Stalin not to start anything more. 




































>> To show you how these U.S. warnings appear to EuropeansS..... 

People in Belgrade know George Perkins, U.S. Assistant Secretary of State, 
isn't there "just as a tourist," is indirectly warning Stalin and reassuring 
Tito by discussing Yugoslavia's security. Belgrade press and radio, similarly, 
are quick to pick up remarks by Secretary Acheson in Washington that remind the 
Kremlin of President Truman's warning of last July against new aggressions. 

People in Istanbul know something unusual is going on, of as much interest 
to Stalin as to them, when the U.S. calls all its Middle Eastern diplomats to 
Istanbul to meet with the U.S. Secretary of the Air Force, an admiral in charge 
of U.S. naval forces in the Mediterranean and an Assistant Secretary of State. 
It's a fair guess the meeting has something to do with bases for U.S. forces in 
the Middle East, and a closer military tie-up between U.S., Turkey, Greece. 



































>> It's understood by European diplomats that U.S. can't make these warnings 
to Stalin very much plainer without getting everybody in hot water. 

Formal warning to satellites not to attack Yugoslavia wouldn't do the job, 
anyway. It fails to pin the responsibility directly on Soviet Russia. 




















(over) 
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WORLDGRAM-- (Continued) 


Formal note to Stalin, officially warning and threatening him with war if 
Yugoslavia is attacked, for example, is chock-full of hazards. 

For one thing: It's an advance commitment to world war when U.S. isn't sure 
its major allies will go along. For another thing: Formal notice to Stalin in 
the case of Yugoslavia gives Tito power to commit the U.S. to war. 

In addition.....Tito is walking a diplomatic tightrope, currently trying to 











appear more or less neutral. This is okay with U.S. Washington, moreover, wants 
to shy away from fixed commitments of the kind Britain had with Poland in 1939, 
which automatically involved Britain in war with Hitler's Germany. Commitments 
with Tito may look good today, but sour tomorrow, if circumstances change. 

As it is, U.S. warnings are loud encugh to be heard clearly in Moscow. 





>> In London, as a Labor Government survives four test votes in a POW ese 

It's an open question whether Socialists are actually as strong as winning 
votes in the House of Commons indicate. There's some uncertainty as to whether 
votes in Parliament today accurately reflect sentiment throughout Britain. 

At first glance, it looks as if Prime Minister Clement Attlee and Labor are 
in office to stay. Winston Churchill has tried everything, thrown the book at 
Attlee. Still Attlee comes out on top. Coal troubles weren't enough to unseat 
Socialists. Steel nationalization couldn't win for Churchill. Even meat scarcity 
couldn't win. Vote on defense, finally, turned out worst of all for Churchill. 

Fact remains that reliable public-opinion polls show a drop in pro-Labor 
Sentiment from 51 per cent in October to only 38 per cent now. Real question, 
therefore, is when this public opinion will register in Britain's Parliament. 





























>> Revolt of Italian Communists against Stalin is of top importance. 
It_all started when two prominent Communists, active as partisans during 





the war and now Communist members of Italy's Parliament, tore up their party 
cards. They were fed up with Moscow, through with "blind obedience" to Stalin. 
Italy, they said, came ahead of Soviet Russia, eSpecially in case of war. 

Next development was the resignation of 13 other ranking Communists, all in 
a northern province of Italy long dominated by the Communist Party. 





Iwo Communist parties are now in store for Italy. The ex-Stalinists are 





Starting the second one, aim to keep it independent of Moscow. 

New Communist manifesto, creed of this new Italian party, appeals to all 
Italian Communists to "declare ourselves unconditionally and without subterfuge 
for the defense of the national territory against eventual aggression, from 
whatever side it might come." For "whatever side," you can read "Russia." 

Given a chance to choose, many of Italy's 2 million Communists--members of 
West Europe's biggest Communist Party--may now put Italy ahead of Stalin. 








>> It's a serious stab in the back for Stalin, worst he's had from Communist 
followers since Marshal Tito ran off with Yugoslavia and invented Titoism. 
Nationalism is at the root of it. Europeans developed nationalism a long 
time ago and keep coming back to it. Only, among Communists it's called Titoism. 
But for Stalin and his hopes, it is a fatal disease. If it becomes an epidemic, 
Stalin may lose his hold on Italy, then France. Then you'll notice some strange 
goings-on behind the Iron Curtain, where nationalism isn't dead, either. It is 
the sort of thing that can spread to the Far East, too, given encouragement. 
Italy, right now, is bad news for Stalin, cheerful news for the West. 
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People of the Week 





YLievt. Gen. Matthew B. Ridgway, 
feld commander in Korea, faces one 
basic disadvantage: There are too many 
Chinese Communist soldiers. The Gen- 
eral, an austere and seasoned fighting 
man, is in the process of rectifying that 
fundamental situation. 

Using a new battle plan, a new strat- 
egy, and leading seasoned troops abun- 
dantly equipped with new weapons, Gen- 
eral Ridgway in two months has induced 
a diferent feeling toward the war. Few 
ask, nowadays, whether U.N. forces can 
remain in Korea. He has shown they can. 

His new strategy is one reason. 

Killing Chinese now is the big objec- 
tive-not the seizure and occupation of 
ground. Comparative casualties tell the 
score, and it has nothing to do with the 
gain or loss of a battered Korean village, 
valley or hill. General Ridgway’s idea 
simply is to reduce China’s great numerf- 
cal superiority. 

Until that is done there can be no 
thought of a drive up the peninsula. Nor 
is the General trying to hold a rigid de- 
fense line, for, again, his forces are not 
big enough to do that. Instead, his pur- 
pose is to bring as many Chinese as pos- 
sible within range of his vastly superior 
and devastating fire power. 

The result is a war of movement. It 
eddies back and forth within a flexibly 
defined area in the vicinity of the 38th 
parallel. It is a war of swift jabs, thrusts 
and withdrawals. Before a frontal as- 
sault, General Ridgway’s forces neces- 
sarily give ground. But such attacks are 
not unwelcome, for they multiply the 
Chinese casualty lists. 

Carrying the war further north would 
mean losing a great advantage. As things 
stand, the Chinese communication lines 
are overextended. Supplies—uncertainly 
transported by coolies, camels, burros and 
trucks—and reinforcements must come all 
the way from Manchuria, open to punish- 
ing attack from the air. 

Military men—mostly they have much 
respect for General Ridgway’s fighting 
abilities—already credit him with a big 
success in applying this “limited offen- 
sive,” as it is called. Enemy casualty 
counts have caused much dispute. Stories 

of dead Communist soldiers piled upon 
each other are considered exaggerations. 
But the lowest estimates of recent enemy 
losses show that General Ridgway’s cam- 
paign of attrition is working. 

A long-standing menace is being re- 
moved as the result of one of the Gen- 
eral’s earliest orders. For months Com- 
munist guerrillas slipped through U.N. 


General Ridgway, Top Soldier in Korea, 
Communists... Prefers Enemy Casualties 





lines and banded together to harass U.N. 
troops from the rear. South Korean sol- 
diers were assigned to clear them out, 
but without notable success. 

General Ridgway put a mixed force of 
Americans and South Koreans on the as- 
signment. Supplies that once reached the 
guerrillas now are being cut off, and they 
find it difficult to live on the frozen, 
much-fought-over Korean countryside. 
They lack medical supplies and facilities. 
A band of 50 recently hobbled down from 
the hills and surrendered, in appalling 









Just Keeps Killing 
to Gaining Space 





GENERALS MacARTHUR AND RIDGWAY 






tomarily grim. He is, above all, thought- 
ful and serious-minded. He has a capacity 
for humor, but rarely indulges it. 

The General is credited with great 
personal courage, demonstrated in the 
campaigns of World War II. He also, 
those who know him say, possesses the 
inward courage that a commander needs 
when he commits troops to battle. And 
this, in turn, rests upon confidence in 
his own judgment. 

Behind his judgment lies insistence 
upon correct intelligence of enemy posi- 





The strategy: a “‘limited offensive“ 


condition from lack of food and from 
unattended wounds. 

A few weeks before General Ridgway 
took command, it was estimated that 
more than 30,000 guerrillas were oper- 
ating behind the lines. That number now 
has been reduced to a point at which they 
are considered an ineffective force. Not 
all at once, but over a short period, it is 
expected that the guerrilla threat will be 
virtually eliminated. 

An imposing figure, 6 feet tall, strap- 
ping and in hard physical condition, 
General Ridgway keeps close to the ac- 
tual fighting, so close in fact that he 
usually carries two hand grenades at- 
tached to his chest harness. He is not the 
sort to mix intimately with his staff and 
call his aides by their first names. He 
stands aloof, and his expression is cus- 


tions, movements and numbers. The 
General keeps his patrols poking con- 
stantly at the Communists and reporting 
back. The Air Force fills in gaps. When 
he issues an order, he is sure of his facts. 

General Ridgway’s orders are crisp, 
clear and pointed. Having weighed all the 
possibilities beforehand, he is sure they 
can be carried out. He has no patience 
with officers who falter. Several regi- 
mental commanders have been shifted 
since he arrived in Korea. In Europe he 
once removed a divisional commander in 
mid-campaign for lack of aggressiveness. 
He also can be kind, as when during a 
wartime Christmas season he wrote to the 
family of each of his staff officers praising 
his work. 

In Korea, the General has the widest 
possible authority. He commands all the 
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ground forces there, where before hi 
arrival U.N. troops were under two pe. 
manding officers with liaison throy h 
General of the Army Douglas Mac, 
thur’s headquarters in Tokyo. The latter. 
of course, passes on over-all strategy, but 
General Ridgway is given broad power to 
apply it. As a result, the Korean war now 
is run less from Washington and Tokyo 
and more and more by a competent com. 
mander on the ground. 

The military tradition is strong jp 
General Ridgway. He is the son of ap 
Army officer, and like his father went to 
West Point. Graduated in 1917, he chafed 
through World War I, training troops jn 
the U.S. Between wars, there were the 
usual assignments to Army posts and 
schools. World War II brought large-scale 
action. 

General Ridgway was assigned to com- 
mand the 82d Airborne Division, trained 


CHINESE COMMUNISTS 
There are still too many... 


the division and jumped with it in the 
attack on Sicily. Later, at the head of 
the 18th Airborne Corps, he parachuted 
to the Normandy beachhead, and was 
active in much of the fighting that fol- 
lowed, including the Battle of the Bulge. 
The General achieved a reputation for 
aggressiveness, and the present restraints 
of a “limited offensive” he is said to find 
irksome. 

After the war, he did diplomatic duty 
with the United Nations and then was 
assigned to the Pentagon as Deputy Chief 
of Staff of the Army. General Ridgway 
took his aggressiveness there with him 
and constantly kept the place stirred up 
over progress in the development of new 
weapons and training techniques. He also 
was in intimate touch with the fighting 
in Korea. 
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Late in December, Lieut. Gen. Walton 
H. Walker, commander of the Eighth 
Amy in Korea, was killed in a jeep acci- 
dent. Early on the morning of December 
93, General Ridgway s West Point class- 
mate, General J. Lawton Collins, Chief 
of Staff, telephoned that he was to take 
the assignment. Ridgway was in his office 
i jnutes. 

' Be Semeral redrew his will, conferred 
briefly with General Collins and others, 
bought some heavy underwear, hurried 
home for a quick and premature Christ- 
mas party with Mrs. Ridgway and their 
small son, and was off by air for Tokyo. 
There, he discussed the situation with 
General MacArthur and flew on to Korea. 

“I aim to stay” was his announcement 
on arriving. 

There is no doubt in the minds of 
competent military observers that Gen- 
eral Ridgway will be able to do so. The 


. —Dept. of a 
U. S. INFANTRYMEN 
«.. enemy casualties are high 





General, strong and decisive, has dem- 
onstrated that he knows how. The ex- 
tent of his success, the observers say, is 
not generally realized. 

Of course, a limited offensive will not 
win a war. The new strategy, as experts 
see it, can produce at most a stalemate. 
But Chinese man-power resources, de- 
spite popular conceptions, are not un- 
limited, and the losses the General is 
inflicting could cause the Chinese Gov- 
émment to begin wondering whether 
the venture is worth while. 

What will be done, if and when a 
stalemate is reached, is not for the mili- 
tary man to say. Decision will be made 
at high diplomatic and political levels. 
Meanwhile, General Ridgway’s task is 
to reduce the size of the Chinese Army. 
And the casualty lists show his success. 
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TOUGH GOING AHEAD FOR INFLATION 


Controls Can Protect Value of the Dolla; 


Prices are to continue on up 
awhile, even under controls. But 
a real price break-through, run- 
away inflation, is not likely. 

Supply of goods is to remain 
ample by most standards. And 
spending money can be kept in 
check as controls move in. 

Keeping a lid on price infla- 
tion is to be a simpler job now 
than in World War Il, if powers 
available are put to use. 


The job of keeping price inflation in 
check is going to be easier in the pe- 
riod ahead than it was in World War 
II. This means the dollar’s worth can 
be protected if those charged with its 
protection use the powers they have. 

Control of inflation is to be easier now 
than it was in the early 1940s for two 
main reasons. One reason is that incomes 
available for spending will not be al- 
lowed to rise as rapidly this time. The 
other is that the supply of goods available 
to civilians is not going to be cut back 
so sharply this time. Also, people are 
more fully stocked up on expensive 
products, are in less urgent need of 
many things. 

The value of the dollar, even so, is to 
be whittled away somewhat more before 
control machinery starts to take a firm 
hold. Prices aré to move on up. 

By the time controls do become effec- 
tive, the dollar probably will buy little 
more than half as much as it would 
buy of living-cost items back in 1939. 
The country, in other words, is likely 
to have about a 50-cent dollar by the 
time the control setup begins really to 
function. 

The inflation problem, in its broad 
terms, can best be measured by a few 
figures. Pressures for price inflation grow 
from incomes, or savings, seeking an out- 
let in goods at a time when the supply of 
goods is restricted. In that situation, there 
is more demand for goods than there is 
supply of those goods. Would-be buyers, 
competing with one another for things 
they want, bid up prices. Without con- 
trols, prices would rise until people could 
afford to buy only the supplies that are 
available. 
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Job of taming inflation relates to that 
process, and to the buying power that is 
to be commanded by people. 

Personal income, in the year that be- 
gins next July 1, is to be 252 billion dol- 
lars, according to the official estimate. 
There will be that amount of money actu- 
ally paid to people in wages, salaries, 
dividends and the like. This amount 
compares with a rate of less than 235 bil- 
lion late in 1950. What this means is 
that, even after controls really take effect, 
people will be getting 17 billion more of 
income per year than they were getting 
at the end of 1950. 

The rise in personal income, in fact, is 
likely to be considerably greater than 
this if anything less than strict price- 
wage controls are adopted. Much of 
the increase is to occur before July, 
1951. Without drastic restrictions, in- 
comes could rise even more rapidly after 
midyear. 

Taxes on individuals are being 
planned on a scale that will cut deeply 
into that amount. Altogether, personal 


taxes for the year are likely to take away 
about 31.4 billion dollars. : 

Income after taxes, then, is expected 
to be nearly 221 billion dollars in the 
year that starts in July. Individuals wij 
have that much to spend at retail or to 
save. 

Problem arises from the fact that the 
supply of goods on which consumers ean 
spend their dollars is not expected to in. 
crease as rapidly as incomes. Factories, 
producing for rearmament, are not go. 
ing to be able to increase their output 
of consumer goods proportionately. At 
the same time, individuals may not al- 
ways want the things that actually are 
available in quantity for buying. 

Altogether, the output of goods that 
families want is expected to be at a rate 
that will allow about 204 billion dollars 
of consumer spending in the year begin- 
ning July 1. People will be able to spend 
approximately that much of the 221 bil 
lion dollars of income after taxes. 

Personal savings—the income still left 
after taxes and spending—then would be 


Personal Savings: The Trend Is Up Again 


in billions of dollars) 
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about 17 billions. At that rate, people 
would be saving only a little better than 
1 billion dollars more than they were 
saving late in 1950. 

What is foreseen is that the difference 
between the late-1950 rate of personal 
income—235 billions—and the expected 
income in the 12 months beginning July 
1, 1951—252 billions—will be distributed 
thus: to increased personal taxes, 8 bil- 
lions; to increased consumer spending, 8 
billions, and to increased savings, a little 
over | billion. 

It is this modest increase in dollars 
left for saving by individuals that is be- 
ing taken as a sign that price inflation 
will be easier to tame this time. 

In World War II, by contrast, the 
amount that people had left over after 
taxes and spending rose from less than 3 
billion dollars in 1939 to a peak of more 
than 35 billion in 1944, as the chart on 
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ADDING TO SAVINGS 
It was easier in 1944 


page 40 shows. The chart gives figures 
for calendar years only. In 1950, al- 
though the year’s total personal saving 
was 11.9 billion, in the last quarter the 
saving advanced to an annual rate of 
15.8 billion. 

How different the situation may be 
this time is indicated by a look at what 
happens to each $100 of personal in- 
come, on the average. 

Out of each $100 of personal income 
in 1944, taxes took $11.40, and spending 
accounted for $67.20. That left $21.40 
to be saved. Of each $100 of personal 
income to be received in the year starting 
July 1, taxes are expected to take $12.50, 
and spending to account for $80.75. That 
would leave $6.75. 

Individuals, in other words, are ex- 
pected to succeed in saving less than a 
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third as large a slice of their incomes as 
they saved back in 1944. ; : 

Where savings go also is to have 
snimportant effect on pressures for price 
ao with surplus dollars, right now, 
apparently are putting their money more 
ind more into corporation securities— 
arly common stocks. They want 
to invest in something that can rise in 
value along with any rise in the cost of 
living. Brokers, as a result, report that 

ple “who never put a dime in the 
market before” are investing. 

The fact that many of these investors 
are “small savers” is indicated by the 
great increase that has occurred in the 
mover of low-priced stocks—stocks 
selling for $20 and under. There is evi- 
dence, too, in the rising popularity of in- 
yestment-trust securities, which allow the 
small investor to own a broad slice of 
U.S. industry—and spread his risk over 
many different industries or companies. 

Surplus dollars of income also are ex- 
pected to go increasingly to pay off debts. 
With cutbacks in supplies of expensive 
consumer-durable products, installment 
debts on cars, television sets, freezers 
and the like are to be trimmed sharply 
for the first time in years. And, while 
mortgages on existing homes are being 
paid off, new mortgages will be taken 
on at far slower rates as the building 
boom is cut back by controls. 

Other dollars of excess income are to 
find their way into savings bonds, or to 
be held in the form of currency and 
savings-and-loan deposits. But there is 
likely to be little increase in most of 
these forms of liquid savings. Even now, 
people are selling more Government “E” 
bonds than they are buying. 

Still other dollars are to go into in- 
surance and into private pension funds, 
where they are less readily available in 
the form of cash for spending. 

Result of these trends, if controls 
are carried out as planned, is a far 
smaller rise this time in the amounts 
that people put away in forms that will 
be available for spending when rearm- 
ament tapers and controls are relaxed. 

Even so, the private nest egg is to be a 
big one. Individuals, at the end of 1950, 
already were holding 225 billion dollars 
in currency, bank deposits, savings-and- 
loan deposits and Government securi- 
ties. In addition, they held more than 62 
billions of liquid assets in private in- 
surance and many more billions’ worth of 
corporate securities. 

There is to be a strong pressure for 
price inflation, but one that probably will 
be weaker than the pressure built up 
during World War II. That, at least, is 
the prospect that is foreseen if those who 
ae charged with protecting the dollar 
use the power that is theirs. 
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“I told him | wuz duh company’s new athuletic director, 


Why wouldn't he let me in?” 


UR free book, ‘‘Your Fence— 
How To Choose It—How To 


Use It,’ shows why Cyclone Chain 
Link Fence protects property so 
effectively ... why it gives so many 
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—— 
NO JOB Is TOO LARGE 


NO JOB is TOO SMALL 
FOR CYCLONE* 








years of good service with virtually 
no upkeep expense. 

In its 32 pages are descriptions 
and photographs of the many types 
of Cyclone Fence for industrial, in- 
stitutional and residential protec- 
tion. And there are enough details 
of design, construction and instal- 
lation .to satisfy the technically- 
minded. Send for your copy of this 
worthwhile book today. 
CYCLONE FENCE DIVISION 


(American Stee! & Wire Company) 
WAUKEGAN, ILLINOIS BRANCHES IN PRINCIPAL CITIES 
UNITED STATES STEEL EXPORT COMPANY, NEW YORK 


CYCLONE FENCE 


*Cyclone is the trade-mark name of fence 
made only by Cyclone Fence Division. Accept no substitute. 





You r Fence 
Aww € Choa 9 
Aw ha Ht 


I am interested in fencing: 


(C) Industrial; 


subidenenabenenensispamuaie CLIP THIS COUPON——SEND IT TO———————————4 


Cyclone Fence, Waukegan, IIl., Dept. E-21 
Please mail me, without obligation, a copy of ‘‘Your Fence.” 
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D) School; 
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0 Playground; 0 Residence. 
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UNIONS GET VOICE IN INDUSTRY 


Germans Win Goal of Some U.S. Labor Chief 


German unions, given equal 
voice with employers in running 
steel, coal industries, get power 
some U.S. unions would like. 

Ruhr plan gives workers the 
right to sit as directors on the 
same basis as owners, with veto 
over naming of plant managers. 

If applied to U. S., Philip Mur- 
ray would have as much to say 
about U.S. Steel operations as 
Benjamin Fairless. 

FRANKFURT 


Trade unions in West Germany are 
moving into business management. 
They are getting an equal voice with 
stockholders in running the Ruhr coal 
mines and steel mills. German labor is 
winning what some union leaders in 
the U.S. seem to have as their goal. 

The German plan, to be backed by 
law, requires that every steel or coal 
corporation have a board of directors 
consisting of five labor members, five 
owner members and a neutral outsider. 
All policies are to be set by majority vote. 
A two-thirds vote, however, will be 
needed to appoint or remove top plant 
managers, giving labor an absolute veto 
over these company officials. 

Also, labor will nominate one of the 
three top officials of each company, and 
will have a say in all company decisions. 

The program goes beyond anything 
that U. S. labor is asking at present. How- 
ever, demands for a voice in manage- 
ment have been made by Walter P. 
Reuther, head of the CIO Auto Workers, 
and by other U.S. union officials. The 
Reuther program, if allowed to function, 
might result in something like the West 
German system. 

If the German plan were adopted in 
the U.S. auto industry, for example, 
Reuther would get that “look at the 
books” he has been seeking in negotia- 
tions with auto companies. He could sit 
on the board of directors of General 
Motors. He could help to vote C. E. 
Wilson, GM president, in or out of office. 
He could help to decide how much 
of the profit should go into dividends 
and how much into wages. And he 
would not need to own a single share of 
stock. 


44 


More than that, if Reuther could man- 
age to win the neutral director to his side, 
he could control the operations of General 
Motors, without investing a cent of his 
money or the union’s money. 

A strike threat helped to win these 
powers for German unions. The Govern- 
ment of Chancellor Konrad Adenauer 
promised the unions that a law would be 
enacted immediately, giving labor an 
equal voice with stockholders in the steel 
and coal industries. German unions want 
to extend the plan to all industries for 


probably would be arguing for smalle 
dividends and bigger wage increas 
They might be able to swing the neuty 
director over to their side, to make the 
required majority. 

Control of the company might 
taken over by the union whenever th 
neutral director voted with Murray’s bloc 
of five labor votes. In any event, Mum 
would have the veto power over selectioy 
of the company president, under the pro- 
vision requiring a two-thirds vote to ele 
top officials. Murray would need to keep 


—Standard Oil Co., (N.J.) 


AMERICAN STEELWORKERS 
...no seat on the board of directors 


plants employing more than 300 workers 
or with capitalization of more than $750,- 
000, and legislation that would do this 
has been before the Bonn Parliament for 
more than a year. 

Operation of the plan can best be 
explained by showing how it would work 
if adopted in the U.S. 

U.S. Steel, as an example, would be 
ordered by law to set up a board of di- 
rectors of 11 members. The CIO Steel- 
workers, headed by Philip Murray, would 
name five directors, and company stock- 
holders would name five. These 10 then 
would elect a neutral director. 

Profits would continue to go to the 
stockholders in the form of dividends. 
Stockholders also would take the losses. 
Stock would continue to be bought and 
sold by individuals. But Murray and his 
labor directors on the U.S. Steel board 


only four of his votes in line in order to 
stop Benjamin F. Fairless from being re- 
elected president of U.S. Steel, undera 
plan such as Germany is adopting. The 
veto could be used to get rid of officials 
who did not go along with the union o 
wage demands. 

The Steelworkers, under such a plan, 
also would nominate one of the top 
three operating officials of U.S. Steel. 
He would be called a labor manager. 
With two officials nominated by manage: 
ment directors, he would be selected by 
two-thirds vote of the board. The three 
would run the business, subject to get- 
eral guidance by the board. The labor 
manager always could carry an issue t0 
the board if outvoted by the two other 
operating heads. 

Production plans would be drafted 
by the board and the operating heads. 
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Labor would have a say in work net 
yles, plant expansion, sales metho s, 
s, mergers, new financing, hiring, 
4 ions, wages and dividends. 

Company books would be open to 
ynion inspection. Through its directors in 
other steel companies, the union would 
inow which firms were making money 
and which were close to the break-even 
point. The union leaders could put ex- 
tra wage pressure on the more profitable 
companies and ease up on the weaker 
frms. Or Murray might decide to allow 
the marginal producers to go bankrupt. 

The labor directors would include 
two employes of the company, chosen 
by their fellow workers in the mills, and 
subject to union approval. Another labor 
director would be named by top union 
officials but he would come from public 
life. Again it is likely that this director 
would be friendly to the CIO. The two 
other directors from labor would be ex- 
perts, or union officials not working for 
U.S. Steel. 

Management directors would be 
elected annually by the company’s stock- 
holders. One would be chosen from pub- 
lic life. 

If the labor and management directors 
could not agree on the eleventh man, he 
would be chosen by an industry “senate.” 
This industry-wide body would offer 
three names to the stockholders, who 
would select one as a director. The senate 
would consist of three employer and three 
labor representatives, with a neutral man 
chosen by them or, in case of a tie, by the 
President of the United States. 

That is the way the German plan would 
operate if applied to the U.S. 

The German program apparently goes 
beyond what Murray and the CIO have 
been demanding when they talk about an 
industry-council plan for the U.S. They 
would give labor an equal voice with 
management in a top council, but so far 
have not advocated joint control of boards 
of directors. 

Most U.S. labor leaders, however, are 
not ready to go along on joint control of 
industry. The AFL leadership and many 
other officials would oppose any moves in 
that direction. 

British labor leaders have joined U.S. 
unionists in urging German labor to stay 
out of the management sphere. They 
point out that in Britain the unions have 
refused offers of directorships and have 
rejected a management role in the na- 
tionalized industries. 

German labor, on the other hand, 
is tuming more and more to Government 
to solve its problems. West German union 
officials object to bargaining on a plant- 
by-plant basis. They prefer industry-wide 
planning, pricing, market splitting and 
wage policies. They dislike American 
ideas of competition. 

Employers in Germany, until recent- 
ly, have opposed giving labor a 50-50 
voice in management, but they long ago 
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Napoleon chose Courvoisier... . and 
down through history Courvoisier 
has been the choice of those who 
could command the finest. It is the 
traditionally correct cognac—un- 
' changing in reality — ae B. 
flavour and aroma. : 


imported by W. A. TAYLOR & COMPANY 
iNew York, N.' N.Y., Sole eRe for - v.s. A. 
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accepted the principle of a labor role in 
management at something below the half- 
way mark. They are reconciled to a so- 
cialistic trend in Germany, and many 
count themselves lucky to escape na- 
tionalization of industry. 

German business leaders at first offered 
labor one third of the directorships. They 
wanted all labor directors chosen from 
workers in the plants, instead of allowing 
outsiders to be named. They opposed 
creation of labor-manager positions and 
would have excluded certain decisions 
from labor interference, such as mergers, 
new financing and plant expansion. 

Support for these proposals came from 
Chancellor Adenauer’s Government co- 
alition, but labor threatened to strike and, 
by so doing, forced the Government’s 
hand. Coal stocks were at a dangerous 


—Black Star 
CIO‘S MURRAY 
His demands were more modest 


low, and production was dropping for 
lack of fuel. 

A trustee system installed in the steel 
and coal industries after the war by the 
occupying powers helped to lay the basis 
for the labor victory. To break up German 
cartels, the Allies turned over the indus- 
tries to trustees, and labor got a share of 
the trusteeships. 

In coal, labor had little voice, but, in 
steel, 80 per cent of the industry was 
organized into 25 trustee companies. The 
board of directors of each of these firms 
was made up of equal representation by 
labor, employer and public members. 
Each plant got a labor manager, who 
served with two management officials. 

As things worked out in steel, labor 
views tended to dominate about eight of 
the 25 companies. Public members in 
those cases voted with labor. In most in- 
stances, however, there was little bloc 








iicheow: pndiana 
Offers You 


Sail cana ts is "fel 
For Taxes! 


@ There are many reasons why 
Ideal Indiana can offer you an 
equitable tax system. First, the 
State is debt free and cannot issue 
bonds. Second, no member or po- 
litical corporation within the State 
can ever become indebted in any 
manner or for any purpose to an 
amount in the aggregate exceed- 
ing 2% on the value of taxable 
property within such corporation. 
Third, State property tax is limited 
to 15c per $100. Fourth, there is 
no manufacturer’s tax. 


@ Indiana does have a gross in- 
come tax which is distributed over 
all incomes within the state 
whether manufacturer, business 
firm or individual. The rate ranges 
from % of 1% to 1%, 


@ Indiana also offers you firm 
Power, adequate Transportation, 
fine Labor, and beautiful recrea- 
tion areas. 


Write today for 
“Industrial Facts About Indiana." 
Please give title and company 


name when writing. 


DEPARTMENT of COMMERCE 
and PUBLIC RELATIONS 


Dept.104U + State House « Indianapolis, Ind 
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voting within the boards. These trustee- 
hips now are about to be dissolved, with 
he mills to be turned back to private 
wnership, and this is what precipitated 
bors demand for an equal voice in the 
med officials remained neutral in 
the debate that led up to the decision. 
There are some suspicions that secret 
deals were made, under which German 
labor will back the industrialists against 
American “trust busters” in the final Ruhr 
reorganization. Allied officials fear that 
the plan means the end of real unions in 
Cermany, that the unions will collapse 
eventually when their strength is most 
needed as a democratic force. 

Aleading American union man in Ger- 
many contends that experience in the 
German steel industry shows that labor 
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CHANCELLOR ADENAUER ‘ 
His hand was forced 


leaders who have become salaried cor- 
poration directors tend to take the man- 
agement viewpoint. He says they develop 
a vested interest in their management 
jobs and in the earnings of their com- 
panies. “Paternalistic practices,” he adds, 
“are extended, and unions begin to re- 
semble company unions.” 

As this American union man sees it: 
the German system will lead to a decline 
in the local-union organization. “Instead 
of acting as representatives of a vigorous 
and self-conscious rank and file,” he says, 
‘bor leaders will tend to inhabit a sep- 
arate world. They will benevolently dole 
out benefits but will become more and 
more alienated from their docile follow- 
ets. As long as prosperity prevails and 
conditions are stable, everything works 
well, but, in a crisis, the whole labor 
movement could collapse overnight, as it 
did in 1933.” 
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Plow Cong does t lake 


70 nol? a Teccitiible F 


In minutes ...in an ordinary safe 
or metal cabinet . . . though no 
flame touches them... a fire can 
destroy your vital business papers 
and put you out of business! 


The best protection, the only sure 
protection, is the proved protec- 
tion of a Mosler ‘‘A’”’ Label Safe! 

All Mosler “‘A” Label Safes are 

certified by the independent 

Underwriters’ Laboratories, Inc., 

to withstand — 

1. severe fire for 4 hours at tem- 
peratures reaching 2000°F. 

2. impact due to falling 30 feet after 
heating, followed by reheating. 

3. explosion from flash heating. 

MosterR and only MOSLER gives 

you the added advantages of these 

exclusive features— 

1. Thermostatically Controlled, 
Insulated Valve Door automat- 
ically seals interior against heat 
penetration. 


2. Scientifically, Developed Mono- 
lithic Insulation of great bal- 
anced structural strength. 

3. Efficient Adjustable Interior 
Filing Units, tailored to your 
individual requirements. 

Examine your present safe. If it 

does not carry the Underwriters’ 

Laboratories, Inc. label, it cannot 

be trusted and your business is in 

danger! 


Look for this Underwriters’ 
Laboratories Label 





THE MOSLER SAFE CO. 
FACTORIES HAMILTON OHIO 
CLASS FOUR HOUR FIRE 


UNDERWRITERS’ LABORATORIES, INC. 


CLASS T-20 
BURGLARY 


CLASS 
Inspected sare SEASS A Mo 








The Best in Fire Protection! 


Get complete information on the 
Mosler “‘A”’ label safe today. To- 
morrow may be too late! 


Mail the coupon now! 


ge Mosler Safe <....... 


Dealers throughout the country » Factories: Hamilton, Ohio 


























Largest Builders of Safes and Vaults in the World | THE MOSLER SAFE CO., Dept. 62 
320 Fifth Ave., New York 1, N. Y. 
+i —= 
eal 2s — Please send me: 
aaa ana = ,O The free booklet, ‘What You Should Know 
About Safes.” 
s 3 i (0 The name of my nearest Mosler Dealer. 
I Name 

: I Firm 
Builders of the U.S. Gold Storage Vaults at Fort 
Sisco Oils, auch lines: Chien! Piura: Wea tens Shaan Attn ARCO ina ewes sinter vances 
stood the Atomic Bomb at Hiroshima and pre- 5 att 5 ae Fo eS: 


served their contents. 
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PLUS & 
: —Latest Indicators of Business Activit 


The building boom, despite controls 
aimed at cutting its size, now seems 
likely to shift from less to more essen- 
tial kinds of construction and to stay 
almost as big as ever. 

Contract awards for new construction, 
as the top chart shows, have pushed 
upward to a rate above the highest 
quarterly rate of last year. January 
awards were at a rate 20 per cent 
above October. Awards for factory 
construction now are rising rapidly. 

New construction put in place in Jan- 
uary was at a record rate of 29.8 billion 
dollars per year. 

Military construction in 1951 and 1952 
is to fill a gap to be left by a future 
decline in residential and less essential 
business construction, as happened 
from 1941 to 1942. The Defense De- 
partment is putting together plans for 
a huge increase in military construc- 
tion, for which Congress will be asked 
to provide funds before June 30, 1952. 
The Army and Air Force, at this stage, 
plan to seek from 8 to 10 billions more 
for construction, though their final 
request may be pared somewhat. That 
compares with only 2.1 billions voted 
by Congress for all military construc- 
tion since last June. 

Kinds of construction needed include 
warehouses for storing the weapons 
and supplies now being ordered, bar- 
racks, airstrips, plants for guided mis- 
siles, aircraft and chemicals, and fa- 
cilities for research and development. 

Government construction of other kinds 
is to expand in the next year if Con- 
gress approves programs outlined in 
the 1952 budget. These include atomic- 
energy plants, defense housing and 
civilian defense. 


Industrial construction by private firms 
also is to be heavy. Tax relief, granted 
by the Government in the form of 
faster write-offs of new defense facili- 
ties in tax returns, is stimulating a big 
expansion of plant capacity. Applica- 
tions filed with the Government by 
business cover facilities that would 
cost over 8 billions. Projects approved 
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in the last six months will cost 2.6 bil- 
lions, including a big expansion in 
basic steel. 

Crest of the rise in defense construction 
probably will not come before 1952. 
The build-up will be longer than in 
World War II, when defense con- 
struction reached a peak in the first 
full year of the war. Idle capacity of 


industry permitted a faster 
1942. The rate of build-up 
pends upon how fast the 

can cut back private building 
record level of 1950. ‘ 


Government controls are being 


more tightly about less essen 
struction, including homes, og 
cial, social and recreational 


Dwelling units started in Jan 


at the high total of 87,000, up 
cent from a year ago, as buil 
tinued to operate under e 
commitments of FHA and VA, 
before terms of mortgage c 
stiffened. The commitment b 
about used up now for sin 
homes; but, for apartments, it: 
large enough to keep activity 
year’s rate for the rest of 
Builders, however, are filing f 
applications for mortgage 
than last year. 


Chief bottleneck to construct 


year will be the short supply off 
including copper, zinc, alumin 

steel. Government controls to § 
the supply of these metals ma 
construction in the second halfd 
year, keeping the year’s total | 
1950. 


Personal incomes in December 


a rate of 241 billions per year, 
lions above December, 1949. 


Supplies of civilian goods, in 


homes and places of business, 
be reduced soon by materials { 
ages and controls. When dé 
spending finally is reduced, the 
mulated need for civilian g 
cushion the drop in productio 
help to absorb the larger ou 
basic materials. 
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FROM MARS? No, it’s an ‘‘Oilwell’’ 
el and Rotary Hose... a common sight 
the oil fields where they drill for the precious 
ck gold.” Steel for oil-well drilling equip- 
nt like this is essential to building America’s 
ity. And United States Steel produces a | 
leal of it every year. 


Only STEEL 
can do so many 
jobs so well... 


THESE PIPES CARRY COMFORT. You won’t see NINE TIMES THE DISTANCE TO THE MOON. Each year, it is estimated that America uses approxi- 
them when the house is finished. They’ll be mately 30 billion tin cans (in terms of an average-sized can) to protect food, oil, paint and hundreds 
buried in the plaster. But this National Steel of other products. Stack those 30 billion cans one on top of the other, and they’d stretch more 
Pipe for radiant heating will keep the rooms than nine times the distance to the moon. A goodly percentage of these tin cans is made of U-S-S 
warm and cozy, uniformly comfortable, through Tin Plate ... steel with a very thin coating of tin. 


... and this label is your guide to quality steel 


RW OR RR BEAR KR A RRR 
FACTS YOU SHOULD KNOW ABOUT STEEL 


Every day, American steel mills produce 
enough steel to make all of the following: 


1000 freight cars 2 cargo ships 
2000 trucks 2 tankers 
12,000 autos 500 tanks 
2000 houses 500 airplanes 
20,000 refrigerators 1000 anti-aircraft guns 
20,000 stoves 1000 howitzers 
1 aircraft carrier 2000 aerial bombs 
2 heavy cruisers 500,000 3” shells 
A ae as” and have 23,000 tons of steel left over! 
SEA-GOING ROOST FOR WAR BIRDS. An air- Mote tet eee ee RR RH ER 
craft carrier is an incredibly complex struc- 
ture, made mostly of steel. Its plates, wiring, 


machinery, the planes themselves, call for 
steel and more steel. Fortunately, U.S. Steel 
and the 200 other steel companies in America, 
an produce huge quantities of this vital metal 
++. about 13 million tons more per year than < 
the rest of the world combined. . &, Ld ¥e? ° 
epg lo Duda a Deller 7lmerica 
CONSOLIDATED WESTERN STEEL CORPORATION © GERRARD STEEL STRAPPING COMPANY 


© UNION SUPPLY COMPANY © UNITED STATES STEEL COMPANY 
VIRGINIA BRIDGE COMPANY 


AMERICAN BRIDGE COMPANY © AMERICAN STEEL & WIRE COMPANY and CYCLONE FENCE DIVISION © COLUMBIA STEEL COMPANY 
GUNNISON HOMES, INC. © NATIONAL TUBE COMPANY © OJIL'WELL SUPPLY COMPANY © TENNESSEE COAL, IRON & RAILROAD COMPANY 
UNITED STATES STEEL EXPORT COMPANY © UNITED STATES STEEL PRODUCTS COMPANY © UNITED STATES STEEL SUPPLY COMPANY © UNIVERSAL ATLAS CEMENT COMPANY © 





























Out of Gulf Research Laboratories — 





NEW IMPROVED CUTTING OILS 


that are setting new performance records 
on tough machining operations 


Gulf announces an outstanding improvement in 
sulphurized cutting oils! The new Gulf Lasupar 
Cutting Oil and Gulf Electro Cutting Oil provide 
greatly increased sulphur activity—without the 
objectionable odor ordinarily associated with cut- 
ting oils of this type. 

Sulphur, recognized as the most effective anti- 
weld agent, is combined in these oils by a special 
Gulf process so that it is uniquely active over the 
entire range of a cutting operation. 

To machine shop operators this extra chemical 
activity means higher production rates, fewer tool 
grinds, and lower costs on tough machining op- 
erations. Gulf Lasupar Cutting Oil also contains 
stable sulphurized fatty oil which helps produce 
exceptionally fine finishes. 


It will pay you to investigate the advantages of 
these versatile new cutting oils for any trouble- 
some job where production, tool life, or finish is a 
problem. Call in a Gulf Lubrication Engineer 
today and arrange for a test in your shop. Write, 
wire, or phone your nearest Gulf office. Gulf Oil 
Corporation Gulf Refining Company, Gulf 
Building, Pittsburgh, Pennsylvania. 
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PETROLEUM AND ITS PRODUCTS ) 
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We've Been Asked: 


ABOUT AID FOR SELF-EMPLOYED | [page @anmullal 


truly fine furniture 





hat is the first thing for a self-em- 


ployed _ to de cheut ald-age Bargains in Pensions 
insurance: 
The first thing is to make sure whether ® 4.7 million self-employed are now 


e is or is not covered by the Social eligible for old-age insurance 
kecurity program. The law puts most benefits. 
telf-employed under old-age insurance, 
ough some professional persons and 
ther self-employed are excluded. Par- 
icipation in the —— is compulsory, @ Many will draw much more in 
as aemet pensions than they pay into the 
program. 





© Steps must be taken to protect 
their Social Security rights. 


in doubt, how can a person tell 
whether he is covered? 
He can go or write to a Social Security ; 
branch office, which will give rulings in is sent in on or before March 15, 1952, 
doubtful cases. Many self-employed per- for income earned in 1951. The 1951 
sons have been under old-age insurance __tax-return forms will have a special new 


since January 1. section to be used by the self-employed : 
in paying their Social Security tax. No hy Amanita 
What can be done now bya self-em- provision is made for paying the tax 

ployed person? quarterly along with installments of esti- 
He can get his Social Security number, mated income tax. CAEN ew OO 
and thus be listed on the Social Security wee ! 
rolls. He will need this number when Just what self-employed persons tilevision - Hadi - konogyaphy 
he files his regular income tax return does the law cover? ‘ 

ext year. Applications for numbers are In most cases, persons who work for : 
a to the ie branch office of So- themselves are et Social Security if Better sight... better sound :.: Raaaae 
cial Security. Application forms can be _ they are in a trade or business and earn 
obtained from these offices or from any $400 a year or more. That means such 
post office. Those already having Social businessmen as operators of stores, filling 
Security cards can use their old numbers. stations, barber shops, laundries, drug- 


stores, theaters, tailor shops, shoeshine 

Are there big advantages? Why stands or manufacturing plants. It also it pays to 
should one want to be covered? means a taxicab driver who owns his own oe. ae _ 

There are big bargains for many, par- cab, or a writer or carpenter or photog- Nh td A AX 

ticularly older persons. They can pay in rapher or artist or private detective who | a. 3 2 

a few dollars and often get back much works for himself. Also included as self- | do business in 

more in the form of pensions. Suppose, employed are many salesmen of real gs 

for example, a self-employed man is 63 estate, securities and insurance, other | 

years old and earns $3,600 or more a_ than full-time insurance salesmen. The New York State 

year. He can, during the next two years, degree of control that an office has over 

pay in $162 and retire in two years at the a salesman decides whether he is an em- 


age of 65. He then could draw a monthly __ploye or self-employed. An inventory of machine tools 
pension check of $80 for life if single, or has just been completed. Re- 
$120 if he had a wife 65 or older. Who is excluded from coverage by activating the program which 
law? proved so valuable during 
Are there other advantages? A lawyer or doctor or dentist or engineer | World War II, the Empire 
There are. For one thing, there usually is not covered if he works for himself. | State recently compiled up-to- 
are lump-sum death benefits for families But, if he works for a company or some- date facts on all metal-work- 
of insured persons. If a man dies before one else and draws a regular salary, he ing plants looking for defense 
or after he retires and has enough cover- _ is covered as an employe. Other self-em- subcontracts. At present, data 
age, his widow with children under 18 or ployed not under the program include on over 2,000 of them—type 
his widow at the age of 65 will get such groups as farm operators, architects, of work done, equipment, num- 
monthly benefits. some accountants, optometrists, osteo- ber of employees, plant size, 
paths, chiropractors, funeral directors and etc.—is on file in Albany. A 
ls there a tax to pay? veterinarians. list of available factory build- 
Yes, but not until 1952. The tax is 2% per ings is also at your disposal. 
cent of earnings up to $3,600. That Whatrecords must be kept? For aid in locating exactly the 
means a maximum tax of $81 a year. The A self-employed person should keep rec- type of subcontractor or plant 
tate will go up on 1954 earnings. ords to show the net amount of his earn- you need, write: N. Y. State 
ings, up to $3,600, in a year. But that Dept.of Commerce, Room 183, 
How will the tax be paid? will not usually mean any extra work. 112 State St., Albany 7, N. Y. 
It will be paid when the regular income He can use the same records and figures 
fax return of a self-employed individual as for his regular income tax return. 
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Flying hospitals for evacuating the wounded... swift troop transports 

_..,or giant all-purpose cargo carriers—new airplanes such as the Douglas DC-6A 
bring welcome versatility to the Military Air Transport Service. 
This swift, all-purpose transport is a larger version of the 





famous DC-6 passenger transport now in service on 
leading airlines throughout the world. Working under 
stepped-up schedules, Douglas is turning out more and 
more of these and other aircraft every day. Meanwhile, on 
the drafting board and in the laboratory, Douglas engineers and research experts 
continue to pioneer new and more advanced aircraft in the fields of turbo-prop, jet and 
rocket propulsion. Douglas Aircraft Company, Inc. 


Skilled engineers and technicians 
find Douglas a good place to work! 








WORLD'S LARGEST BUILDER OF AIRCRAFT FOR 30 YEARS * MILITARY AND COMMERCIAL TRANSPORTS 
FIGHTERS ™ ATTACK PLANES * BOMBERS * GUIDED MISSILES ™ ELECTRONIC EQUIPMENT * RESEARCH 
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Trend of American Business 












24th and N Streets, N.W. 
Washington, D. C. 










Steel order planned by National Production Authority is causing ructions. 
Affected industries are arguing strongly against the cuts proposed by NPA. 
Auto industry, for example, faces a 40 per cent cut in steel use from the 
first half of 1950. Output in first half, 1950, was smaller than in second half. 
Heavy durable goods, such as refrigerators, face similar reductions. 
Cutbacks in steel use are being planned to start April 1, to grow larger 
month by month until the desired low level of steel consumption is reached. 
By July 1, under this program, civilian cutbacks will be quite large. 
As plans are shaping up, NPA evidently intends to clamp down sharply on 
civilian production well before a Controlled Materials Plan goes into operation. 
































Industry objections to this program are aimed mainly at NPA haste. 
Cuts are being ordered well ahead of the time when military production will 
require the steel. That, at least, is the stand industry is taking. 
Another complaint from industry is that NPA either can't, or won't, tell 
what is to be done with the steel that is to be released by the ordered cuts. 
Dislocations are expected to be quite severe. Cuts of 40 per cent are ex- 
pected to throw 300,000 to 500,000 workers out of jobs. Job openings in war in- 
dustries are not expected to appear very fast. So unemployment may last for 
several months. Auto industry, for instance, does not expect to be very active 
on war contracts until late this year, and maybe not until 1952 in some cases. 
Steel industry is opposed to the program, too. Steel producers argue that 
existing orders and more extensive use of NPA powers over distribution can get 
an adequate supply of steel for both defense and civilian purposes. Contention 
is that there is no use providing steel for defense until the steel is needed. 
































Apparent aim of Government is to speed up steel flow to essential users. 
War orders, obviously, are to get the first crack at the supply of steel. 
Essential users then include such industries as freight cars, locomotives, 

ore boats, oil pipe lines, power plants, other "defense supporting" industries. 
Auto-parts production for replacement parts is not expected to be cut. 
Highway projects won't get steel unless the highways are deemed essential. 
NPA attitude is that deeper "across the board" cuts in steel use are not 

feasible. Steel now is reported to be so short that steps must be taken to see 
that the supply goes where it is most needed, so specific cuts must be made. 







































The proposed cut in auto production won't mean that the supply of new cars 
will dry up. Passenger-car output last year reached a record at 6.25 million. 

A cut of 40 per cent for 1951 would mean 3.75 million new cars. Output at that 
level has been topped only twice in 15 years--in 1949 ard again in 1950. 








Substitutes for restricted metals are not to be easy to find. 
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TREND OF AMERICAN BUSINESS--(Continued) 


Plastics industry already is being overtaxed. Plastics, too, are wanted 
for armament. Plastics are generally regarded as the best metal substitutes, 

Basic materials to manufacture plastics also are scarce. The most widely 
used plastics require benzol. But benzol is needed for synthetic rubber. 

Paper, which can be substituted for metals in some uses, and wood are not 
very plentiful either. Prospects are dim that there can be much converting from 
metal to other materials to keep civilian production near current output. 











Meat prices are getting attention from the Office of Price Stabilization, 

Livestock Slaughterers are licensed by OPS and directed to tag or stamp 
production. Idea of stamping is to keep regular distribution channels open. 

Meat packers also are told that price ceilings must follow the pre-freeze 
pattern as to geographical areas and customers, that prices must not be raised 
generally to the highest base-period price anywhere or to. any customer. 

Basic purpose again is distribution rather than price control. Juggling of 
prices since the freeze order threatened to cut East and West Coast supplies. 








Meat supply is reported by Agriculture Department to be better than 1950. 

Cattle on the farm numbered 84.2 million on Jan. 1, 1951, against 80.1 mil- 

on Jan. 1, 1950. That's a jump of more than 4 million. 

Hogs on the farm totaled 65 million, against 60.5 million a year ago. 

Sheep increased from 27 million in 1950 to 28 million. 

Cattle supply is close to the wartime peak of 1944 and 1945. That should 
guarantee adequate beef. Trouble is, however, that meat prices usually rise as 
personal incomes rise. That is the factor that bothers price controllers. 


Raw farm products, selling below parity, are freed entirely from OPS price 
control, regardless of buyer or seller. Exemption first went only to farmers. 
Products affected include grains, chickens, turkeys, butterfat, milk and eggs. 

Processed products, however, remain under the freeze. That is expected to 
be lifted as soon as OPS can get around to margin regulations on food. 

Specific ceilings are put on cottonseed oil (23.5 cents a pound), crude 
corn oil (24.5 cents), crude soybean oil (20.5 cents). Idea is to keep down the 
price of margarine, salad oil and dressing, vegetable shortenings. 

Cotton also is headed for a ceiling. OPS Director DiSalle is trying to 
find a point where farmers won't complain but where cloth price won't skyrocket. 

Price problems are due to multiply rather than subside in weeks ahead. 











The year 1950 turned in a record performance, when measured in dollars. 
Total output amounted to 280 billion dollars, against 256 billion in 1949. 
is the total amount spent for all goods and services produced in the U.S. 
Personal income jumped 17 billion dollars to reach 223 billion dollars. 
Private investment took a 50 per cent rise to a peak of 49 billions. 
Government spending for goods and services dipped from 43 billions to 42 
billions. That is the outlay for federal, State and local governments in 1950. 
Price level, strangely enough, averaged only 2 per cent higher for the year. 
Explanation is that in 1949 prices started high and declined through the year, 
whereas in 1950 prices started relatively low and climbed during the year. 
Outlook is for an increase in total output in the current year. The rate 
for the final three months of 1950 was above 300 billions and pointing higher. 
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This cross-section of an Opposed-Piston diesel engine 
tells why, in a few short years, over 5,000,000 hp. of 
engines of this design have been placed in service— 
for low-cost public power generation, for propelling 
surface and undersea craft, and as prime movers of 
the railroad world’s newest and finest diesel loco- 





motives. 

Note the design that underlies the immediate and 
continued success of this great engine: with TWO pistons 
in each cylinder—driven apart by a central combustion 
—the Opposed-Piston engine delivers more power per 
cylinder, more power per foot of floor space, more 
power per gallon of fuel. All this, plus the advantages 
of less weight, less vibration, 40% fewer moving parts. 
Fairbanks, Morse & Co., Chicago 5, Ill. 
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a name worth remembering 


DIESEL LOCOMOTIVES AND ENGINES @ ELECTRICAL MACHINERY © PUMPS @ 
SCALES ¢ HOME WATER SERVICE EQUIPMENT ¢@ RAIL CARS FARM MACHINERY 








f POWERED by Fairbanks-Morse Opposed-Piston 
Diesel Engines—up to 2400 hp. 





Surface and Undersea Craft Diesel Locomotives 
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Hy POSTURE CHAIRS - STEEL CHAIRS 
| Write for your free copy 


ES LONG HOURS 
M SHORT 


Not only do your hours seem shorter but 
also they’re more productive hours when 
you are correctly seated in a chair that 
helps you work. The Harter 1900 is that 
kind of chair. It’s a big chair for big 

men. It’s big in comfort, big in appearance, 
big in value. And thanks to Harter steel 
construction it will stay that way for a 
whole business lifetime. Best way to prove 
the working comfort you can get from 

one of these chairs is to sit in one at your 
Harter dealer’s. We’ll send 

along his address when you 

write for informative Har- 

ter booklet on seating and 

literature on the 1900 chairs. 


C-1910 MATCHING 
SIDE ARMCHAIR 


“Posture Seating Makes Sense.” Harter Corp., 402 Prairie Ave., Sturgis, Mich. 





WHELAND 


ROTARY — 
DRILLING 
EQUIPMENT 


USED IN 


EVERY MAJOR 


Of HED... 
IN THE WORLD: 


SWIVELS - ROTAR 
DRAW WORKS * SLUSH 


CHRYSLER Aictemp 


Air Conditioning makes 
summer shopping a delight 


Chrysler Airtemp 


AIR CONDITIONING » HEATING + REFRIGERATION 


Airtemp Division of Chrysler Corporation 
Dayton 1, Ohio 
In Canada: Therm-O-Rite Products Ltd., Toronto 








News-Lines____ ; 


YOU CAN build several types of 

commercial structures without get. 
ting a construction permit from the 
National Production Authority, Np, 
eases its ban on commercial Construction 
to allow the building of newspaper plants 
radio and television stations and estab. 
lishments for publishing books and peri. 
odicals. 


* * * 


YOU CAN probably get the Nation 

Labor Relations Board to make , 
union stand by its waiver of the right i 
select representatives for handling ing. 
vidual grievances. The Board rules thy 
a union may bargain away this right 
NLRB says the union must abide by i 
contract agreement not to select griey. 
ance representatives. 


YOU CAN perhaps get recognition 

of a family partnership, for federal 
tax purposes, if the partnership would 
be recognized for other purposes under 
laws of the State where it operates, 4 
federal district court upholds a husband- 
wife partnership under these circum. 
stances, even though the business was 
conducted under an oral agreement and 
no partnership certificate was filed with 
State officials. 


* * * 


YOU CAN, under a recent Tax Cour 
decision, take an income tax redue- 
tion, as a business expense, for conti- 
butions made to a local chamber of 
commerce and to the Chamber of Com- 
merce of the U.S. The Court allows one 
company to take such deductions becaus 
the payments to the chambers had are 
lationship to the company’s business. 


YOU CAN deal with five new dis 

trict offices in getting information 
and help on material controls under the 
defense program. The offices are set wp 
by the Commerce Department, but wil 
be used primarily by the National Pro 
duction Authority. They are located a 
Erie and Harrisburg, Pa., Nashville 
Tenn., Montpelier, Vt., and Portland, 
Me. 


* * * 


YOU CAN, as operator of a cotton 

gin, work your employes more that 
40 hours during 14 weeks of the year 
without paying them overtime. The 
Wage and Hour Division of the Labor 
Department grants the cotton-ginning i 
dustry this limited seasonal exemption 
from oyertime-pay provisions of the Fait 
Labor Standards Act. Overtime must be 
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What you as a businessman CAN 


and CANNOT do asa result of federal 


court and administrative decisions 


sid for, however, after a 12-hour day or 
ifter 56 hours in a work week. 


* * * 


YOU CANNOT, as a producer or 

importer of tungsten concentrates, 
fail to make deliveries to purchasers speci- 
fed by the Defense Minerals Administra- 
‘ion. This requirement is established by 
DMA to channel scarce concentrates to 
essential users, mainly producers of steel, 
tool steel and incandescent wire for light 


bulbs. 


* * * 


YOU CANNOT, as a paper manu- 

facturer, fail to set aside a percentage 
of your product for filling Government 
orders. An order is issued by NPA to as- 
sure the Government of paper supplies. 
Set-asides range from 5 to 10 per cent of 
a producer's output, depending upon the 
type of paper involved. 


* * 


YOU CANNOT sell soybeans above 

price ceilings established by the 
Office of Price Stabilization for all sales 
except at retail levels. These dollars-and- 
cents ceilings vary according to the types 
of soybean and according to where the 
sales are made. Written contracts made 
between January 25 and February 13 
are not affected if they comply with the 
original price-freeze order. 


* * * 


YOU CANNOT, as an employer, be 

held in violation of the “closed shop” 
provision of the Taft-Hartley Act merely 
because you have a contract under which 
a union agrees to supply replacement 
workers for jobs on request. NLRB ap- 
proves a contract providing that the 
union would be notified of job vacancies 
and would suggest replacements upon 
request. The ruling emphasizes that the 
employer was not bound to accept work- 
ers sent by the union or to hire only 
union members, 


* * * 


YOU CANNOT count on exporting 

as much benzene this year as in 
the past. The Commerce Department's 
Office of International Trade announces 
an export quota of 105,000 gallons of 
benzene for the first half of this year. 





Conclusions expressed in these paragraphs 
are based upon decisions and rulings of 
courts and Government bureaus. In making 
their decisions, courts and bureaus consider 
many facts which, for reasons of spuce, can- 
not be set forth in detail. U.S.News & 

ORLD REpoRT, on written request, will 
tefer interested readers to suurces of this 

material. 
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A consistent role... 
specializing in BONDS 


By half a century this firm has played an 
undeviating role in the financial life of America—a role 
based on the steadfast policy of underwriting and dis- 
tributing bonds, notes, debentures and railroad equipment 
trust certificates — exclusively. 

€ In this specialized role, the nationwide Halsey, 
Stuart organization has consistently provided for the needs 
of worthy borrowers—states, municipalities, corporations, 
industries, utilities and railways—and for the investment 
requirements of conservative bond buyers. 

@ Halsey, Stuart’s broad experience in this field makes 
for exceptional service to both issuers of and investors 
in bonds, whether their requirements are large or small. 
Send for our latest offering list, without cost or obligation. 


AN ENVIABLE RECORD 


Railroad equipment trust cer- either alone or with associates, 
tificates, because of their has purchased and offered the 
provedrecordofsafetythrough certificates of 50 American rail- 
three-quarters of a century, roads aggregating $782,531,000. 
occupy an enviable position We deal inand are prepared to 
among all investments. In the provide quotations for the certifi- 
past decade Halsey, Stuart, cates of most American railroads. 


0 0 0 


HALSEY, STUART & CO. Inc. 


123 SOUTH LA SALLE STREET, CHICAGO 90 + 35 WALL STREET, NEW YORK 5 
AND OTHER PRINCIPAL CITIES 




















The management staffs, the production staffs, 
the men of science, engineering, sales, distribution, 
finance, transportation—these men are cover-to-cover 
readers because they must keep informed on national 
and international trends. 

Advertise your products and services to more than 
400,000 of America’s top families. 


U. 8S. NEWS & WORLD REPORT 


H. L. Behlke, Director of Advertising 
30 Reekefeller Plaza, New York 
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U.S. LOSES GOLD—OTHERS PROFIT 


Still Plenty Here Despite Flow Abroad 


The gold rush is in full swing, 
now that the dollar famine is end- 
ing abroad. Buyers are dipping 
into the U.S. gold stocks. 

Hoarding is part of it. So is 
speculation. Gold, bought from 
U.S. at $35 an ounce, brings a 
tidy profit on free markets. 

Result: Gold is leaving the U. S. 
at a record clip. It isn’t alarming 
yet. We still own more than half 
of all there is. 


The world is scrambling for gold 
again. Hoarders, frightened by dan- 
gers of war and inflation, are paying 
premium prices for the metal in free 
markets abroad. Foreign governments 
are joining in the rush to lay in stocks 
of gold. 

In the last three months, other gov- 
ernments have been buying gold from 
the U.S. Treasury at an annual rate of 
3.4 billion dollars. The drain on this 
country’s gold stocks never has reached 
such proportions before. 

In free markets, the turnover of gold 
has quadrupled. Last year, that turnover 
was around 420 million dollars. Since the 
turn of the year, it has jumped to an an- 
nual rate of about 1.7 billion dollars. 

Paper money is losing its attraction 
for a lot of people. The dollar itself does 
not hold the magic it once did in other 
countries. That, in part, explains why 
foreign governments, more and more, 
are shifting their reserves away from 
dollars and into gold. 

Drain on U. S. gold is set out in the 
chart on this page. 

At the end of 1949, the U.S. Treas- 
ury held 24.4 billion dollars’ worth of 
gold. For four years, beginning with the 
end of the war, foreign governments had 
been selling gold to the American Treas- 
ury to raise the dollars they needed for 
goods bought in this country. 

In early 1950, the outside world be- 
gan to show real recovery. Foreign cur- 
rencies, most of them, had been de- 
valued. Dollar earnings in world trade 
picked up. U.S. aid programs were 
pumping out dollars to other countries. 
Governments abroad were able to buy 
back a little of the gold they had sold to 
the U.S. Treasury earlier. 


58 


War in Korea set off the real drain 
on U.S. gold. This country, rearming, 
started big-scale buying of raw materials 
abroad. Prices went up. Dollar earnings 
ran high. U.S. aid programs kept going 
strong. Some countries found themselves 
flush with dollars. They used those dollars 
to buy gold. 

Now, eight months after the start of 
war, this country’s gold holdings are down 
to 22.3 billion dollars. That is 2° billion 
dollars less than last June. Most of that 
decline has taken place in the last three 
months. 

A year from now, if the gold outflow 
continues at this rate, the Treasury’s 
stock will be down to 18.9 billion dollars. 
At that level it would be lower than at 
any time since 1940. 

What’s going on is a redistribution of 
U.S.-held gold. During the dollar famine 
abroad, Britain’s Foreign Secretary Er- 
nest Bevin suggested such a redistribu- 
tion, although the idea at the time was 
for this country to give away gold, not 
sell it. The effect of current gold sales, 
however, is much the same as what Mr. 
Bevin had in mind. 

The gold drain has reached a rate that 
is causing U. S. officials to sit up and take 
notice, even though there is little prospect 


$25 


of a dangerous shortage in this county 
any time soon. : 

Real concern, at the moment, is why 
is happening to all this gold once j 
leaves U.S. hands. U.S. has no obje. 
tion to selling gold for restocking offic 
reserves abroad. But there are report; 
that some of it is getting into free my. 
kets, where it is being bought by specuk. 
tors and hoarders. 

In France, for example, there hay 
been premium sales by the Bank of 
France itself. The announced purpose of 
these sales is to mop up excess purchas. 
ing power and to maintain public cop. 
fidence in the franc. This explanation 
does not altogether satisfy American of. 
cials. Sales by the Bank of France haye 
been at around $42 an ounce. The gold 
may have come out of the Bank’s ow 
stocks, not from any purchases from the 
U.S. Treasury. Still, the French Govern. 
ment is free to buy U.S. gold at $35 an 
ounce to replace any of its own gold that 
is sold on the free market. The Goven. 
ment of France, thus, is in a position t 
clean up a profit for itself. 

Mexico has been buying a lot of gold 
from the United States. There are re. 
ports that these purchases are intended, 
in part, to replace some old British gold 
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"se market. Similar reports have come 


the Netherlands. 
the Treasury and the International 


Monetary Fund are looking into these 
a other reports. Both agencies are de- 
termined to hold the official price of gold 
jown to $35 an ounce. They already are 
inder pressure from _gold-producing 
countries to raise that price. W hen other 
sovernments sell gold in the free market 
at premium levels, the $35 rate becomes 
harder to hold. ; 

South Africa, with the Fund’s reluc- 

tant consent, is selling “industrial” gold 

at premium prices. This gold has a way 
of turning up in free markets in Europe, 
where it is sold to hoarders. 

The Canadian Government is under 
pressure from producers there to work 
ont an arrangement for them to cash in 
on the booming gold market. 

Russia has been getting in on the 
Western prices by selling gold in the 
Zurich, Switzerland, market. 

In New York, gold-mining stocks rose 
sharply in price on the strength of rumors 
that the U.S. Treasury would increase 
the price of gold. 

These same rumors have been partly 
responsible for booming gold sales in free 
markets around the world. A good many 
people have been buying with the idea 
that the official price would go up, thus 
giving them a profit. 

Actually, the Treasury has no intention 
of raising the official price of gold. An 
increase in the gold price would be, in 
effect, a devaluation of the dollar. Deval- 
uation is highly unlikely, especially in a 
period when the Government is fighting 
inflation. 

Besides, there is serious doubt whether 
the President or the Treasury could in- 
crease the gold price, even if they wanted 
to, without an act of Congress. A 1944 
law prohibits any change in the par value 
of the dollar without authority from Con- 
gress. This has been interpreted widely 
as meaning that it also would take con- 
gressional consent to change the price of 
gold. 

Inside U.S., the Treasury finds no 
gold problems comparable to the ones 
that keep arising in many countries of 
Europe and Asia. The metal, over the 
years, has piled up in the Treasury’s vast 
reserves, and little of it has gotten into 
private hands. 

Hoarding of refined gold is prohibited 
by law, and few try to get around that 
law. For manufacturing and other legiti- 
mate uses, the Treasury sells at the estab- 
lished rate of $35 an ounce. 

There has been a considerable increase 
in the number of customers for unrefined 
gold in recent weeks. That kind of buy- 
ing and hoarding is within the law. Even 
here, however, hoarding has not been on 
any large scale. 

As for the Treasury’s stockpile, it still 
tepresents well over half the world’s esti- 
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Navy’s New Sub Hunter 


About to take off from its carrier deck is a 
GRUMMAN GUARDIAN, a plane designed to 
find and destroy enemy submarines. Some 
GUARDIANS, of which this is one, are equipped 
with long range detection devices. Others, 
lighter on radar but heavier on bombs, come 
in to make the “‘kill.”’ True to their name, these 
versatile carrier-based aircraft serve as round- 
the-clock guardians of the fleet. 


GRUMMAN AIRCRAFT ENGINEERING CORPORATION 
BETHPAGE, LONG ISLAND, NEW YORK 


Contractors to the Armed Forces 





Fa more than 


a quarter-century, 
‘President’ Liners have 
sailed ‘round-the-world 
on regular schedules 
as dependable as 

the sun they follow... 


Travel in Presidential comfort— 
arrive rested, refreshed, relaxed: 
* 


NEW YORK TO CALIFORNIA 
Havana, Cristobal, Panama Canal, 


Balboa, Los Angeles, San Francisco 
* 


TRANS-PACIFIC 
Honolulu, Yokohama, Manila, 


Hong Kong, Kobe 
* 


"ROUND THE WORLD 
California, Hawaii, Japan, Philip- 
pines, India, Pakistan, Suez Canal, 

Mediterranean ports, New York 


See your travel agent (no extra cost) 
or write American President Lines, 
Dept. US-10, 311 California Street, 

San Francisco 4, Calif. 


AMERICAN PRESIDENT LINES 


“TRAVEL WITH THE PRESIDENTS” 


NEW YORK « BOSTON + WASHINGTON, D.C. 
CLEVELAND - CHICAGO 
LOS ANGELES « SAN FRANCISCO « HONOLULU 
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mated gold stocks. Reserves in this coun- 
try, despite the recent drain, are much 
bigger than the law requires as backing 
for money. Legal requirement is a 25 
per cent backing for Federal Reserve 
notes and for the reserve accounts that 
commercial banks maintain against 
customers’ deposits. 

Actually, the gold now on _ hand 
amounts to a backing of nearly 50 per 
cent, which means that the money 
supply could double without exceed- 
ing the required ratio. To state it: an- 
other way, the present stock of 22.3 
billions could shrink to about 11 bil- 
lions before getting below the 25 per 
cent requirement. 

The outflow of gold, nevertheless, is 
important to this country. 

It means, if Treasury suspicions are 
right, that this Government is handing 
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GOLD 
It finds eager buyers abroad 


foreigners a ready-made system for sell- 
ing at a profit on the free market. 

At the same time, however, gold sales 
can help in controlling inflation in the 
United States. When a foreign govern- 
ment draws down its bank account in 
the United States to pay for gold, de- 
posits are reduced and the money sup- 
ply shrinks. 

Later on, if another dollar shortage 
develops abroad, the gold now flowing 
out of this country can be sold back to 
the U.S. Treasury for dollars. Those 
dollars could become a powerful support 
for U.S. business some day. 

As another important point, the out- 
flow of gold means that the dollar short- 
age that plagued the world a short time 
ago is ending. That fact may hasten the 
day when Congress will call a halt to 
big-scale dollar aid abroad. 


PUper seating 
5 Specialy! 
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CHAIRS, TOO 


WRITE FOR FREE BOOKLET, “Proper Seat, 
ing is a Specialty.” Explains the importance 
of fitting chairs to the individual and to 
the job. Alsoa seating service program that 
pays off in better morale, greater efficiency, 
Domore Chair Company, Inc., Department 
215, Elkhart, Indiana. 
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The Management 
Staff, the Production 
Staff, the Engineering 
Department, and _ the 
officials responsible for 
sales, distribution, and 
transportation are 
Very Important Pur- 
chasers. These very 
important men and 
their assistants natural- 
ly are cover-to-cover 
readers of U. S. News 
& World Report. Itis 
the magazine that 
keeps them informed 
on basic trends—which 
today, more than ever, 
is “must” news. 

Advertising in this magazine 
gains prestige and importance 


when appearing next to this 
important “must” news. 


Paid circulation now in excess 


of 400,000. 


U. S. News & World Report 


Advertising Department 
30 Rockefeller Plaza New York 20, N. Y. 
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— >. Behind the scenes, Britain and the U.S. are having quite a tussle over 

ficiency, trading with Communist China. U.S. ban on exports to China, directly or through 
— Hong Kong, loses effectiveness because of the softer British attitude. 

poe The British Government shies away from provoking China, dwells on British 
:§ commitments and business interests in Hong Kong and Southeast Asia. 

J But--to Washington--the British seem to be bending over backward to avoid 
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Not: Rel offending the Chinese. Flow of strategic goods to China from British sources so 
| far hasn't shown any tendency to decrease and, in fact, is increasing. 

Latest figures (for December) show a big bulge in British exports of steel, 
machinery, vehicles and woolen goods to China. December was the time of the big 
Chinese offensive in Korea which took a very heavy toll of United Nations forces, 
including British. ‘ 

Quantity of such British exports, although growing, is small, however. 
American officials are more concerned by what's been happening in rubbereeeee 





> Shipments of rubber from British Malaya to China and Hong Kong are in a 
sharp uptrend. In brief, this is the story: 

In the first half of 1950, virtually no Malayan rubber went to China and a 
monthly average of 910 tons went to Hong Kong. 

In the last quarter of 1950, 9,514 tons a month went to China and 8,265 tons 
a month went to Hong Kong. Further large shipments have been made this year to 
the Chinese area. Last week, for example, 10,000 tons were moving to Canton. 

Russian buying of Malayan rubber last year reached a peak in July and 
August and sloughed off later. 

Taken together, Russian, Chinese and Hong Kong buying accounted for 15 per 
cent of all Malayan exports of rubber in 1950. This was a much larger share 
than this group had ever bought before. As a matter of fact, during December 
this group took very nearly as much Malayan rubber as Britain did and almost 
half as much as the U.S. did. 

By contrast, Indonesia exported no rubber to Russia or China and only nor- 
mal amounts to Hong Kong in the first 11 months of 1950 (latest figures). 

Question raised by the Malayan exports is whether export controls shouldn't 
be put on. The British don't think so, consider the rubber trade "normal." 

For one thing, they say, the many Chinese rubber producers and dealers in 
Malaya could find ways around export controls, if they wanted to. Smuggling of 
rubber into China from Siam and Indo-China cannot be stopped. 

So the British can't see export controls, short of full-scale war. Inci- 
dentally, Malayan producers, at present rubber prices, are making profits three 
and four times those of a year ago. But risks from bandit raids are grave. 
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BUSINESS AROUND THE WORLD-- (Continued) 


>> Russian buying in the raw-materials markets of the world is probably heay.- 
iest in rubber and wool. Buying of tin seems sporadic, possibly because China 
has tin or because Russia has a stockpile bought from Japan during the war. 
Once in a while, Russia will bid for tungsten, but China has that, too. 
Russian sphere as a whole is pretty well supplied with strategic materials, 
considering that civilian use can be squeezed unmercifully, if need be. 
Large-scale war, however, would strain oil resources severely. 











>> The Russian industrial setup has serious physical weaknesSseS..eeece 

Take Russian steel. The best place in Russia to make steel is undoubtedly 
in the Ukraine. Plenty of iron ore, manganese and coal are close at hand. 

But_ the Ukraine is vulnerable to land attack, as was shown in the last war, 
and to air attack. So, starting in the 1950s, new steel centers were developed 
in the Urals and Central Siberia. More than half of Russia's steel now comes 
from these production centers, less than half from the Ukraine. 

Trouble is, these newer steel areas are not so conveniently situated for 
raw materials. Thus, Magnitogorsk in the Urals is near plenty of iron ore but 
has to bring in coking coal from the Kuznetsk Basin, 1,100 miles away. Stalinsk, 
newest steel center, is in the Kuznetsk Basin, has plenty of coking coal but 
must get iron ore from around Magnitogorsk. Large-scale shuttle service of raw 
materials is necessary between these two points. 

Trans-Siberian railroad, connecting them, is vulnerable to attack by air 
formations flying over the Arctic. This railroad, life line of the whole Siber- 
ian industrial development, must be kept open at all costs. 

Dispersal of basic industrial facilities means very long hauls of both raw 
materials and finished products. Also, Supplying food and other needs to trans- 
planted populations in these remote areas is very difficult. Cities and facili- 
ties have to be built from scratch in uninviting regions. 

Baku, the main oil center, is on the Caspian Sea. In 1940, more than two 
thirds of Russia's oil came from this region. The Germans very nearly reached 
this area. Now more than half of Russia's oil comes from more easterly fields, 
mostly in the Urals, Siberia, and Sakhalin Island in the Pacific. Oil hauls are 
long to main industrial and manufacturing points. These newer oil fields are no 
less vulnerable to attack than Baku. 

Lesson may be that dispersal of industry has gone too far in Russia. Stra- 
tegic considerations are drastically changed by bombers' lengthening range. 




















>> If the flow of strategic raw materials into the U.S. is to continue, some- 
thing will have to be done about U.S. import-price ceilings. 

Americans can no longer buy wool, hides, tin, rubber abroad. Prices are 
above U.S. ceilings, after allowance for freight and insurance. 

American importers are howling as this situation spreads to more materials. 
Chile, for example, now wants above-ceiling prices for itsS copper. 

Major decision faces Washington. Delay is dangerous, especially in wool 
where even now only 30 per cent of the Southern Hemisphere clip remains for sale. 

Office of Price Stabilization--as a Stopgap measure--may allow U.S. import- 
ers to sell at landed costs plus usual markup. Importers then would be back in 
business, but price increases would be "passed through." This solves little. 
Probable ultimate solution: Subsidizing of key imports to keep prices down. 
Government buying abroad is likely, too, to prevent competitive bidding. 
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Pacers of Progress 


.../n diesel light and power 


Of increasing importance to communities, industry and 
agriculture today, is the need for a dependable, low-cost 
source of electric power. That’s why modern Diesel- 
electric plants are being operated in so many areas 
throughout the world. From a quarter century 


of development and engineering, Enterprise 
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Enterprise diesels and generator sets are 
A DIVISION OF GENERAL METALS CORPORATION 
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San Francisco 10, California 
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(If the reader will substitute in the following article 
the name of Communist Russia for that of Germany 
and consider the theme to be land armies instead of 
aviation, a remarkable parallel will be apparent be- 
tween the situation existing today and ten years ago. 
For on Feb. 6, 1941, the excerpts given below were read 
to the Senate Foreign Relations Committee by Charles 
A. Lindbergh, one of the leading isolationists of that 
day and a highly respected expert in aviation matters. 
—DaviD LAWRENCE, Editor.) 


This bill is obviously the most recent step in a policy 
which attempts to obtain security for America by con- 
trolling internal conditions in Europe. The policy of 
depleting our own forces to aid England is based upon 
the assumption that England will win this war. Per- 
sonally, I do not believe that England is in a position 
to win the war. If she does not win, or unless our aid is 
used in negotiating a better peace than could otherwise 
be obtained, we will be responsible for futilely prolong- 
ing the war and adding to the bloodshed and devasta- 
tion in Europe, particularly among the democracies. 

In that case, the only advantage we can gain by our 
action lies in whatever additional time we obtain to 
prepare ourselves for defense. But instead of consoli- 
dating our own defensive position in America, we are 
sending a large portion of our armament production 
abroad. In the case of aviation, for instance, we have 
sent most of it, yet our own air forces are in deplorable 
condition for lack of modern equipment. The ma- 
jority of the planes we now have are obsolescent on the 
standards of modern warfare. . . 

. .. I believe it is obvious that England cannot ob- 
tain an air strength equal to Germany’s without great 
assistance from the United States; and my personal 
opinion is that, regardless of how much assistance we 
send, it will not be possible for American and British 
aviation, concentrated in the small area of the British 
Isles, to equal the strength of German aviation, with 
unlimited bases throughout the Continent of Europe. 
We would have a disadvantageous geographical posi- 
tion from which to fight, and an ocean to cross with 
aircraft, men, fuel and supplies, while our ships would 
be constantly subjected to the bombs and torpedoes 
of our enemy. 

With this picture of Europe in mind, I now return 
to my statement that, from the standpoint of aviation, 
the attempt to gain supremacy of the air in Europe 
weakens our security in America. If we follow the 
policy represented by this bill, we will find ourselves 


SKEPTICS 10 YEARS AGO, TOO 


with England as a bridgehead in Europe; and, on 
might say, with the American neck stretched clea 
across the Atlantic Ocean. If we establish such a bridge 
head we must make every effort to maintain it. In thap 
as I say, I do not see how we can be successful. 

If England is able to hold out for several years, ag 
if we devote our maximum wartime effort to the prs 
duction of aircraft, we can almost certainly equal @ 
exceed the air strength of Germany. But then we wouf 
be confronted with the problem of transporting thf 
air strength to the British Isles. ; 

In doing this, we would have to rely largely on sup 
face ships. We might be able to fly many of our ial 
craft to England, but the fuel and supplies to main in 
them would have to go by sea. Thus we would p q 
ourselves in the position of having our aviation in Engr 
land dependent upon sea lanes within easy bombing 
range of our enemy’s aircraft. 

It is also essential to take into consideration the fag 
that we have another island bridgehead in the Philip 
pines; so that if we follow out the policy represented 
by this bill, we will have to maintain and protect s P 
ply lines which stretch two-thirds of the way aroung 
the earth, and which end in positions exposed to attack 
by the most powerful nations of both Europe and Asia, 

This would be an audacious undertaking even if ol 
nation were fully prepared for war. But we are not p 
pared for war, and the attempt to‘hold control of islan . 
positions off the coasts of Europe and Asia, at the samié 
time, would necessitate depleting even the small dé 
fense forces that we now have, as the terms of this bill 
clearly show. 

What we are doing in following our present policy i 
giving up an ideal defense position in America for @ 
very precarious offensive position in Europe. I wo 
be opposed to our entering the internal wars of Europe 
under any circumstances. But it is an established fact 
today, that our Army and our Air Force are but poo 
equipped on modern standards, and even our Navy # 
in urgent need of new equipment. 4 

If we deplete our forces still further, as this bill indi 
cates we may, and if England should lose this waf 
then, gentlemen, I think we may be in danger of if# 
vasion, although I do not believe we are today. If we 
ever are invaded in America, the responsibility will lit 
upon those who send our arms abroad. 

I advocate building strength in America because 
believe we can be successful in this hemisphere. I op 
pose placing our security in an English victory becaust) 
I believe that such a victory is extremely doubtful. 
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Of Topmost Choice 


When you take your first reveal- 
ing sip of OLD TAYLOR, your 
search for a really choice bour- 
bon will end right there. From 
then on you’re sure to make 
OLD TAYLOR your topmost 
choice. It’s that kind of bourbon! 


The Old Taylor Distillery Company 
Frankfort, Kentucky 
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Meet the 


Engineman... 


He looks like the man he is... a solid 
citizen. Of good substance, menta!ly and 
physically, he starts as a student fireman, 
studying and learning under the scrutiny 
of experts. 

He takes regular physical and other 
periodic examinations for aptitude, general 
fitness, knowledge and application of the 
rigid safety requirements of his job. 

He must understand the air brake and train 
air signal equipment, as well as machinery 
and different types of locomotives... Diesel, 
steam and the electric in electrified territory. 

He learns under personal tutelage of his 
qualified seniors. Each year he must pass 
exams on his progress. 

His examination for ‘‘proficiency in ser- 
vice,” leading to promotion to engineman, 
takes three days. He is quizzed on what he 
has learned, including his detailed knowl- 
edge of the territory in which he operates. 
The examination includes the safety, 
operating, signal and interlocking rules. 

Passing, he is certified as an engineman 
and assigned to freight service where his 
performance is under close scrutiny. Before 
he is qualified for passenger train operation 
he must have many years of experience in 
the smooth handling of trains. 

Assignment to passenger train operation 
is his reward for complete knowledge of his 
job and strict compliance through the years 
with safety and operating rules. 

Every engineman is an important man on 
this railroad. The training is long and intense, 
because it’s the railroad’s responsibility to 
be sure the engineman is qualified in every 
way to perform his duties well. 


PENNSYLVANIA 
RAILROAD ‘® 


Go by Train... Safety — with Speed and Comfort 





